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GENERAL INFORMATION (continued) 


LEGAL FORM 

Category B Municipality which operates in accordance with Chapter 7 of the Constitution of South Africa. 

OBJECTIVES 

The municipallty strives, withln its financial and administrative capacity, to achleve the following objects: 

to provide democratic and accountable government for local communities 
to ensure the provision of services to communities in a sustainable manner 
to promote social and economlc development 
to promote a safe and healthy environment 

to encourage the involvement of communlties and community organisations in the matters of local government 


GRADING 

Grade 3 


JURISDICTION 

Greater Umzimvubu area which includes; 
Mount Frere, Mount Ayliff 
and 

vahous rural areas 
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APPROVAL OF FINANCIAL STATEMENTS 


I am responsible forthe preparation of these annual financial statements, which are 
set out on pages 1 to 83-86 in terms of Section 126(1) of the Municipal Finance 
Management Act and which I have signed on behalf of the Municipality. 

I certify that the remuneration of Councillors and in-kind benefits are within the upper 
limits of the franywork envisaged in Section 219 of the Constitution, read with the 
Remuneratio(T^YPublic Officer Bearers Act and the Minister of Provincial and Local 
GovernmeBft's <ietednij>ation in accordance with this Act. 

f\/oyoi^y^ <^/<3. 

Date 
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These Fmancial Statements have been audited 



UMZIMVUBU LOCAL MUNIGIPALITY 
ANNUAL PINANCIAL STATEMENTS 
for the year ended 30 JUNiioi2 

REPORT OF THE CHlEF FINANCIAL OFFICER 


NTRODUCTiON 

t grves me great pleasure to present the ftnancial posftion of Umzimvubu Local Municipality at 30 June 2012 and the results of its operationi 
ind cash flows for the year then ended. 


ritese Annoai Financial Siatements have teen prepared in accordance with Generally Kecognised Accounting Practice (GRAP), issued b] 
he Accounting Standards Board (ASB) in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003) 
rhe standards and pronouncements that form the GRAP Reporting Frameworfc for the 2010/1 1 financial period is set out in Oirective 5 issuer 
}y the ASB on 1 1 March 2009. 


rhe Statement of Financial Position at 30 June 2012 indicates an increase in Net Assets. 

<EY FINANCIAt INDICATORS 

Fhe following indicators are self-explanatory. The percentages of expenditure categories are well within acceptable norms and indicate gooc 
govemance of the funds of the municipality. Payments from Debtors does however not appear good. 


Financial Statement Ratios: 


INDICATOR 

2012 

2011 

Surplus / (Deficit) before Appropriations 

(918 426) 

15 024 735 

Surplus / (Deficit) at the end of the Year 

245 438 419 

246 356 844 

Expenditure Categories as a percentage of Totat Expenses; 



Employee Related Costs 

24.84% 

22.63% 

Remuneration of Councillors 

9.60% 

8.14% 

Coilection Costs 

0.00% 

0.00% 

Depreciation and Amortisation 

21.37% 

16.64% 

Impainment Losses 

5.68% 

6.58% 

Repairs and Maintenance 

4.04% 

3.73% 

Interest Paid 

0.49% 

0,75% 

ɓulk Purchases 

0.00% 

0.00% 

Contracfed Services 

0.49% 

0.11% 

Grants and Subsidies Paid 

2.50% 

1.55% 

General Expenses 

27 82% 

24.04% 

Govemment Grants (Conditional) 

3.17% 

15.54% 

'urrent Ratio: 



Creditors Days 

30 

37 

Debtors Oays 

3 

25 


>PERAriNG RESULTS 


)etails of the operating results per segmental classification of expenditure are included in Appendix "D". whilst operational results pe 
ategory of expenditure, together with an explanation of significant variances of more than 1 0% from budget, are included in Appendix "E (1 )'' 


‘he services offered by Umzimvubu Local Municipality can generalty be classified a$ Rates and Generaf and Economic Services and arc 
liscussed in more detail below. 




The overall operating results for the year ended 30 June 2012 are as follows; 


DETAILS 

Actual 

2011/12 

R 

Actual 

2010/11 

R 

Percentage 

Varlance 

% 

Budgeted 

2011/12 

R 

Vartance actual/ 
budgeted 
% 

Income: 

Opening surplus / (deftcit) 

Operating income for the year 

69 259 060 

135 614 076 

74 234 326 

154 980 656 

20.24% 

(12,50)% 

180 641 090 

(24.93)% 

224 873 136 

229 214 965 


180 641 090 

24.49% 

Expenditure: 

Operating expenditure for the year 

Closing surplus / (deficit) 

136 532 501 

86 340634 

139 955 924 

69 259 060 

(2.45)% 

(1.03)% 

143 230 205 

37 410 884 

(4.68)% 

136.14% 

224 873 135 

229 214 984 

(1.89)% 


24.49% 








1 Rates and General Services: 

Rates and General Services are all types of services rendered by the munidpality, excluding those ilsted below. The main income sources 
are Assessment Rates and Sundry Fees levied. 



Actual 

Actual 

Percentage 

Budgeted 

Variance actual/ 

DETAILS 

2011/12 

2010/11 

Variance 

2011/12 

budgeted 


R 

R 

% 

R 

% 

Income 

133 807 462 

153 199 474 

(12.79)% 


(24.38)% 

Expenditure 

126 656 950 

139 548 678 

(7.80)% 


(5.21)% 

Surplus / (Deficit) 

4 948 512 

13 650 796 


40 941 930 

(87.91 )% 

Surplus / (Deficit) as % of totai income 

3,70% 

6.91% 


23,17% 



Variance from 2009/10 acfual; 

To Be analysed and commented on by the CFO 


Variance from 2010/11 butiget: 

To Be analysed and commented on by the CFO 


FINANCING OF CAPITAL EXPENDITURE 

The expenditure on Assets during the year amounted to R43 351 816 (201 1 : R67 092 938). Full details of Assets are disclosed in Notes 9, 
10. 1 1 and Appendices "B. C and E (2)'' to the Annua) Ftnancial Statements. 


The capital expenditure of R43 351 816 was ftnanced as follows; 


DETAILS 

Actual 

2011/12 

R 

Actual 

2010/11 

R 

Percentage 

Varlance 

% 

Budgeted 

2011/12 

R 

Variance actual/ 
budgeted 

% 

Grants and Subsidies 

43 351 818 

67 092 938 

(35.39)% 

74 345 914 

(41.69)% 


43 351 818 

67 092 938 


74 345 914 

■■RISP 















































Source of funding as a percentage of Total Capital Expenditure; 


DETAJLS 

2012 

2011 

Grants and Subsidies 

100 . 00 % 



5 RECONCILtAHON OF BUOGET TO ACTUAL 


5.1 Operating Budget: 


OETAJLS 


2011 

Vahance per Category: 



Budgeted surplus before appropriations 

37 410 884 

96 315 060 

Revenue variances 

(45 027 015) 

(47 105 637) 

Expenditure variances: 



Employee Related Costs 

3 761 447 

14 263 356 

Remuneration of Councillors 

(1 076 758) 

(1 161 748) 

Collection Costs 

500 000 

. 

Depreciation and Amortisation 

(4 180 816) 

(22 821 129) 

Impairment Losses 

442 190 

(6 650 993) 

Repairs and Uaintenance 

(1 350 484) 

(1 859 217) 

Interest Paid 

(645 232) 

(1 044 926) 

Contracted Services 

136 814 

(160 256) 

Grants and Subsidies Paid 

493 673 

(94 307) 

Govemment Grants (Conditional) 

596 714 

(13 119 135) 

General Expenses 

8 020 157 

(953 793) 

Loss on disposal of Property, Plant and Equipment 

■ 

(382 561) 

Actual surplus before appropriations 

(918 4261 

15 024 735 





OETAILS 

2012 

2011 

Variance per Service Segment: 



Budgeted surplus before appropriations 

37 410 884 

96 315 060 

Executive and Council 

1 439419 

4416 321 

Finance and Administration 

(20 661 491) 

(46 304 923) 

Planning and Development 

(17 556 890) 

(39 897 997) 

Community and Social Services 

901 767 

(1 577 685) 

Public Safety 

(116221) 

. 

Waste Management 

(2 335 893) 

73 938 

Actual sufplus before appropriations 


15 024 735 


(Oi 



Details of the operating results per segmental classification of expenditure are included in Appendix "D", whilst operational results per 
category of expenditure, together with a criptic explanation of significant variances of more than 10% from budget are induded in Appertdix 
"E (1)". 

















4.2 Capftat Budget: 

DETAILS 


Actual Variance actual Budgeted Varianca actual/ 

2010/11 2011/12 / 2010/11 2011/12 budgeted 

R R R R 



6 ACCUMULATEO SURPLUS 


The balance of the /^ccumulated Surplus as at 30 June 2012 amounted to R245 436 419 (30 June 2011: R246 356 844) and is made up as 
follows; 


Capital Replacement Reserve 
Capital Contributions from Government 
Accumulated Surplus 


5 014 475 
229112 690 
11 311 054 
245 436 419 


The Capital Replacement Reserve replaces the previous statutory funds, like the Capital Development Fund, and is a cash-backed reserve 
established to enable the municipality to finance future capital expenditure. Cash contributions, depending on the availability of cash, is made 
annually to the reserve. 


The Capital Contributions from Government are utilised to offeet the cost of depreciation of assets funded from Government Grants over the 
lifespan of such assets. Amounts equal to the cost of assets acquired from Government Grants are transferred to the reserve annually. 

Refer to Note 1 7 and the Statement of Change in Net Assets for more detail. 

7 LONG-TERM LIABILITIES 

The outstanding amount of Long-term Liabilities as at30 June 2012 was R936 730 (30 June2011: R1 255 479). 

Refer to Note 15 and Appendix "A" for more detail. 

6 NON-CURRENT PROVISIONS 

Non-current Provisions amounted R6 126 599 as at 30 June 2012 (30 June 2011. R5 506 018) and is made up as follows 
Provision for Long-term Servioe 
Provision for Rehabilitation of Land-fill Sites 

These provisions are made in order to enable the municipality to be In a position to fulfill its known legal obligations when they become due 
and payable. 


564 098 

5 542 501 

6 126 599 


Refer to Note 16 for more detail. 






g CURRENT UABILITIES 


Current Liabilities amounted R13 101 799 as at 30 June 2012 (30 June 2011; R16 321 431) and is made up as foltows: 


Creditofs Note 12 

Unspent Conditional Grants and Receipts Note 13 

Current Portion of Long-teim Liabilities Note 1 5 


11 045 615 
1 737 435 
318 749 
13 101 799 


Current Liabitities are those liabilities of the municipality due and payable in the short-term (less than 12 months). There is no known reason 
as to why the municipality witl not be able to meet ite obligations. 

Refer to the indicated Notes for more detail. 

10 PROPERTY.PLANTANDEQUIPMENT 

The net value of Property, Plant and Equipment was R213 856 505 as at 30 June 2012 (30 June 2011 ; R200 452 808). 

Refer to Note 9 and Appendices ”B, C and E (2)” for more detail. 

INTANGIBLE ASSETS 

The net value of Intangible Assets were R895 144 asat 30 June 2012 (30 June 2011: R298 057). 

These are assets which cannot physically be identified and verified and are in respect of computer software obtained by the municipality in 
order to be able to fulfil its duties as far as service delivery is concerned. 

Refer to Note 10 and Appendix 'Ɓ" for more detail. 

12 INVESTMENT PROPERTIES 

The net value of Investment Properties were R14 286 000 as at X June 2012 (30 June 201 1 : R14 286 000). 

Refer to Note 1 1 and Appendix 'Ɓ” for more detail. 

13 CURRENTASSETS 

Current Assets amounted R36 565 897 as at 30 June 2012 (30 June 201 1 : R54 402 908) and is made up as follows: 


Inventory 

Note2 

451 017 

Non-current Assets Held-for-Sale 

Note 3 

75 240 

Receivables from Exchange Transactions 

Note4 

104 968 

Receivables from Non-exchange Transactions 

Note5 

521 382 

VAT Receivable 

Note6 

769 944 

Bank Balances and Cash 

Note7 

34 559 735 

Operating Lease Assets 

Note8 

83 610 


36 565 897 


The decrease in the amount for Current Assets is mainly due to Govemement Grants raised as a debtor for R13 million due to UIG funds 
which was only received after 30 June 201 1 . 

Refer to the indicated Notes for more detail. 

14 INTER-GOVERNMENTAL GRANTS 

The municipality is dependent on financial aid from other government spheres to finance its annual capltal programme. Operating grants are 
utilised to finance indigent assistance and provision of free basic services. 


Refer to Notes 13 and 19, and Appendix ”F" for more detail. 


1S EVENTS AFTER THE REPORTING DATE 


Full details of all known events, if any, after the reporting date are disclosed in Note 46. 

16 EXPRESSION OF APPRECIATION 

We are grateful to the Mayor, members of the Executive Committee, Councillors, the Municipal Manager and Heads of Departments for the 
support extended during the financial year. A special word of thanks to all staff in the Finance Department, for without their assistance these 
Annual Financial Statements wouid not have been possible. 



CHIEF FINANCIAL OFFICER 
l6November 2012 



UMZIMVUBU LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2012 


ASSETS 

Current Assets 

Inventory 

Non-current Assets Held-for-Sale 
Receivables from Exchange Transactions 
Receivables from Non-exchange Transactions 
VAT Receivabie 

Bank, Cash and Cash Equivalents 
Operating Lease Assets 

Non-Current Assets 

Property. Plant and Equipment 
Intangible Assets 
Investment Property 

Total Assets 

LIABILiTIES 

Current Liabilrties 
Payables 

Unspent Conditional Grants and Receipts 
Current Portion of Long-term Liabilities 

Non-Current Liabilities 

Long-term Liabilities 
Non-current Provisions 

Total Liabilities 

Total Assets and Liabilities 

NET ASSETS 

Accumulated Surplus / (Deficit) 


Actual 


Note 

2012 

2011 


R 

R 


36 565 897 

54 402 908 

2 

461 017 


354 278 

3 

75 240 


- 

4 

104 968 


628 346 

S 

521 -332 


16193 321 

6 

769 944 


7 365 723 

7 

34 569 735 


29 624 537 

8 

83 610 


236 703 


229 037 649 

215 036 864 

9 

213 856 505 


200 452 808 

10 

895 144 


298 057 

11 

14 286 000 


14 286 000 





265 603 546 

269 439 772 


13101 799 

16 321 431 

12 

11 045 615 


14 013436 

13 

1 737 435 


2 016 582 

15 

318 749 


291 413 


7 063 329 

6 761 497 

15 

936 730 


1 255 479 

16 

6 126 599 


5 506 018 





20 165 128 

23 082 928 





245 438 419 

246 356 844 


245 438 419 

246 356 844 

17 

245 438 419 


246 356 844 


Total Net Assets 


245 438 419 


246 356 844 


UMZIMVUBU LOCAL MUNICIPALITY 

ST ATEMENT OF FiNANCiAL PERFORMANCE FOR THE YEAR END ED 3 0 JUN E 2012 


Budget 



Actual 

2 011 

2 012 


Notfi 

2 012 

2011 

R 

R 

REVENUE 

Revenue from Non-exchange Tranaactions 


R 

R 

S 160 000 

8 000 000 

Property Rates 

18 

9 114 470 

7 367 638 

• 

817 333 

Propeity Rates • Penatties imposed and collection charges 


- 

- 

400 000 

819 432 

Fines 


778 265 

464 511 

4 661 427 

2 097 811 

Licences and Permits 


2 161 159 

2 237 181 

1 150 000 

1 000 000 

income from Agency Services 


1 072 014 

1 271 690 

133 259 130 

136 025 200 

Government Grants artd Subsidies Recetved 

19 

115 026 234 

135 120 145 

• 

2 200 

Public Conthbutiotts and Donations 

Revenue from Excttenge Transactions 

20 

12 200 

• 

1 300 000 

2 600 000 

Service Charges 

21 

2 006 595 

1 781 184 

1 064 974 

1 091 183 

Rental of Facilities and Equipment 

22 

803617 

965 203 

5 000 000 

3 536 894 

Interest Eamed • Exterrul Investments 

23 

2 127 973 

3 362 168 

- 

256 297 

Interest Eemed - Outstanding Oebtors 

23 

427 813 

984 073 

46 290 764 

24 012 740 

Other Income 

24 

2 083 734 

1 062 744 

300 000 

260 000 

Profit on Sale of Land:- 


- 

344 123 

I 300 000 I I 

280 000 

Sale ot Land 

[ 


1 344 123 







202 086 295 

180 641 090 

Total Revenue 


135 614 075 

154 980 658 



EXPENDITURE 




45 941 317 

37 680 470 

Employee Releted Costs 

25 

33 919 023 

31 677 961 

10 227 345 

12 036 693 

Remuneration of Councillors 

26 

13 113451 

11 369 093 

- 

500 000 

Collection Costs 


- 

- 

472 986 

25 000 000 

Depreciation and Amortisatlon 

27 

29 160 616 

23 294 115 

36 5 000 

8 200 000 

Impairment Losses 

28 

7 757 810 

9 215 993 

3 359 264 

4 164 991 

Repairs and Maintenance 


5 515 476 

5 218 461 

- 

19 000 

Finance Costs 

29 

664 232 

1 044 926 

- 

804 000 

Contracted Services 

30 

667 186 

160 256 

2 080 520 

3 901 319 

Grants and Subsidies Paid 

31 

3 407 646 

2 174 827 

32 692 882 

45 998 732 

General Expenses 

32 

37 978 575 

33 646 675 

8 631 901 

4 925 000 

Govemment Grants {Conditional} 

33 

4 328 266 

21 751 036 

- 

' 

Loss on Disposal of Property, Plant and Eguipment 


- 

382 561 

103 771 215 

143 230 205 

Total Expertditure 


136 532 501 

139 955 924 







96 315 080 

37 410 884 

SURPLUS / (DEFICIT) FOR THE YEAR 


(916 426} 

15 024 735 

Refer to Appendix E(1) for explanation of budqet variances i 


UMZIMVUBU LOCAL MUNICIPALITY 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 June 2012 


Actual 


Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 



Note 

2012 

2011 



R 

R 

CASH FLOWS FROM OPERATING ACTIVITIES 




Receipts 




Property Rates 


6 246 353 

2 011 552 

Grants 


114 747 087 

127 226 220 

Public Contributions and Donations 


12 200 

0 

Service Charges 


452 882 

100 729 

Interest Received 


2 555 786 

4 346 241 

Other Receipts 


26 156 462 

(13 142 161) 



150 170 770 

120 542 581 

Paymeots 




Employee Related Costs 


(33 619 213) 

(31 275 106) 

Remuneration of Councillors 


(13 113451) 

(11 389 093) 

Interest Paid 


(664 232) 

(1 044 926) 

SuppJiers and other payments 


(53 878 750) 

(62 71 1 092) 



(101 275 646) 

(106 420 217) 

NET CASH FLOWS FROJW OPERATING ACTIVITIES 


48 895124 

14122 364 

Cash receipts from Ratepayers, Government and Other 


147614 984 

116 196 340 

Cash paid to Suppiiers and Employees 


(100 928 1091 

(105 375 290) 

Cash generated from / (utUised in) Operations 

35 

46 666 875 

10 821 050 

Interest received 

23 

2 555 786 

4 346 241 

tnterest paid 

29 

(664 232) 

(1 044 926) 

NET CASH FLOWS FROM / (USED IN) OPERATING ACTIVITIES 


48 576 429 

14122 365 

CASH FLOWS FROM INVESTING ACTIVITIES 




Purchase of Property, Plant and Equipment 

9 

(42 481 621) 

(67 264 724) 

Purchase of Intangible Assets 

10 

(870 195) 

(231 122) 

Proceeds on Disposal of Property, Plant and Equipment 



751 986 

NET CASH FLOWS FROM / (USED IN) INVESTING ACTIVITIES 


(43 351 816) 

(66 743 860) 

CASH FLOWS FROM FINANCING ACTIVITIES 




New Loans raised 

15 


1 833 729 

Loans repaid 

15 

(291 413) 

(286 837) 1 

NET CASH FLOWS FROM / (USED IN) FINANCING ACTIVITIES 



(291 413^ 

1 546 892 

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENT! 

7 “ 

4 935 198 

(51 074 604) 


29 624 537 


80 699 141 

34 559 735 


29 624 537 


The Cash Flow Statement was restated from the indirect method to the direct method of accounting. 


UMZIMVUBU LOCAL MUNICIPALnl 


ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL 
FOR THE YEAR ENDED 30 JUNE 2Qt2 


I BASIS OF PRESENTATION 

The Annual Financial Statements have been prepared on an.accnjal basis of accjunting and are in ac 
except where indicated otherwise. 

The financial statements have been prepared in accordance with the efTective Standards of Generaily 
including any interpretations, guidelines and directives issued by the Accounting Standards Board 

1.1 CHANGES IN ACCOUNTINC POLICY AND COMPARABILITY 

Accounting Policies have been consistentJy applied, except where otherwise indicated below: 

For the years ended 30 June 201 1 and 30 June 201 2 the municipality has adopted the accounting frat 
details of any resulting changes in accounting policy and comparative restatements are set out below. 

The municipality changes an accountmg policy only if the following instances. 

(a) is required by a Standard of GRAP; or 

(b) results in the financial statements providing reliable and more relevant information about the effe< 
on ihe entity’s financial position, fmancial performance or cash flow. 

1.2 CRITICAL JUDCEMENTS, ESTIMATIONS AND ASSUMPTIONS 


In the application of the municipality's accounting policies, which are described below, management 
assumptions about the carrying amounts of assets and liabilities that are not leadily apparent from oth 
assumpiions are based on historical experience and other factors that are considered to be relevant. Ac 

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accountii 
which the estimate is revised if the revision affects only that penod, or in the period of the revision an 
current and future periods. 


The foHowingare the critical judgements, apart from those involving esiimations, that themanagemei 
municipality’s Accounting Policies and that have the most significant effect on the amounls recognise 

1.2 1 Revenue Recognition 

Accounting Policy 10.2 on Revenvefrom Exchange Transactions and Accounting Policy 10.3 on Rev 
describes the conditions under which revenue will be recorded by the management of the municipality 

In maJcing their judgement, the management considered the detailed criteria for the recognition of reve 
Exchange Transactions and GAMAP 9; Revenue, as far as Revenue from Non-Exchange Transaction 
above). In particular, whether the municipality, when goods are sold, had transferred to the buyer the s 
the goods and when services is rendered, wheiher the service has been rendered. Also of importance is 
measuring revenue at the fair valuc thereof The management of the municipality is satisfied that reco| 
appropriate. 

1.2 2 Financial assets and littbilHies 


The classification of financial assets and liabilities, into categories, is based on judgement by managen 
Financial Assets Ciassification and Accounting Policy 6.2 on Financiai Liabilities Classfication des 
considered by the management of the municipality in the classification of financial assets and Habilitiei 


In making theabove-mentioned judgement, management considered the definition and recognition criti 
instruments as sct out in lAS 32: Financial Instruments - Preseniation and lAS 39: Financial Instrvm> 
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1.2 3 Impament o/Finana'al Assets 


Accounting Poiicy 6.4 on Impairment of Finoncial Asseis describes the proccss followed to determine the value by which financial assets should 
be impaired. In making the estimation of the impairment, the management of the municipality consideted the detailed criteria of impairment of 
financial assets as set out in lAS 39: Financial Instruments • Recognition and Measurement , and used itsjudgement to select avariety of methods 
and maJce assumptions that are mainly based on market conditions existing at the end of the reporting period. The management of the municipality 
is satisfied that the impairment of financial assets recorded during the year is appropriate. 

Impairment of trade recervables 

The calculation in respect of the impairment of debtors is based on an assessment of the extent to which debtors have defaulted on payments 
already due, and an assessment of Iheir ability to make payments based on their creditworthiness. 

This was performed across all classes of debtors. 

1.2 4 Useful lives of Property, Plant and Equipment, Intangibie assets and In vestment property 


As described in Accounting Policies 3.3, 4 and 5 the municipality depreciates/ amortises its property, plant and equipment, investment property and 
intangible assets over the estimated useful lives of the assets, taking into account the residual values of the assets at the end of their useful lives, 
which is determined when the assets are available for use. The useful lives and residual values of the assets are based on industry knowledge. 

1.2 S Impairment: Write down of Property, Piant and Equipment and Inventories 


Accounting Policy 3.9 on PPB - Impairment of assets and Accounting Policy 4.2 on Intangible asseis - Stibsequeni Measurement, Amortisation 
and Impairmenl and Accounting Policy 8.2 on Inveniory • Subsequent measuremeni describes the conditions under which non-financial assets are 
tesied for potential impairment losses by the management of the municipality. Significant estimates and judgements are made relating to PPE 
impairment testing, Intangible assets impairment testing and write down of Inventories to the lowest of Cost and Net Realisable Values (NRV). 

In making the above-mentioned estimates and judgement, managemeni considered the subsequent measuiement criteria and indicators of potential 
impalrment losses as set out in GRAP 17: Property, Plantand Eqvipment , GRAP 12: Inventory and GRAP 102: Iniangible assets. In particular, 
the calculation oflhe recoverable service amountfor PPE and iniangible assets and Ihe NRVfor inveniories involves significant judgmenlby 
management. 

1.2 6 Defined Benefit Plan LitAilHies 


As described in Accounting PoHcy 1 3, the municipality obtains actuarial valualions of its defined benefit plan liabilities. The defined benefit 
obliptions of the municipality that were identified are Post-retirement Health Benefit Obligations and Long-service Awards. The estimated 
Habilities are recorded in accordance with the requirements of lAS 19. Details oftheliabililies and the key assumptions made by the actuaries in 
estimating the iiabilities are provided in Notes S and 6 to the Annual Financial Statements. 

1.2 7 Pronsions and contingent liabilities 


Management judgemeni is required when recognising and measuring provisions and when measuring contingent liabilities as set out in 
notes, 20 and 37 respectively. Provisions are discounled where the effect of discounting is material using actuarial valuations. 

1.3 PRESENTATION CURRENCY 

The Annual Financial Statements are presented in South African Rand, rounded off to the nearest Rand, which is the municipality's functional 
currency. 

1.4 GOINC CONCERN ASSUMPTION 

The Annual Financial Statements have been prepared on a going concem basis. 
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ACCQUNTING PQLICIES TQ THE ANNDAL RNANCIAL STATF.MENTS 
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1.5 OFFSETTING 


Assets, liabilities, revenues and expenses have not been ofTset except when ofTsetting is required or permitied by a Standard of GRAP. 


STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS iSSUED BUT NOT VET EFFECTIVE 


The following GRAP standards have been issued but are not yet effective and have not been eariy adopted by the municipaiity: 


GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 

GRAP 


1 8 Segment Reponing • issued March 2005 

21 Impairment of Non-cash-generating Assets - issued March 2009 

23 Revenue from Non-Exchange Transactions (Taxes and Transfers) - issued February 2008 

24 PTtsenlation of ɓudget Infonnation in Financiai Statemems • issued November 2007 

25 Employeo Benefits - issued December 2009 

26 Impairment of Cash-generating Assets • issued March 2009 

1 03 Heritage Assets • issued July 2008 

104 Financial Instnjments • October 2009 


The Minister of Finance annouced that the application of GRAP 21, GRAP 23, GRAP 24, GRAP 26, GRAP 103 will be effective for period 
starting after I April 2012. All other standards as listed above will only be effective when a date is announced by the Minister of Finance. 
Application of all of theabove GRAP standards will be effective from a date to be announced by the Minister of Finance This date is notcurrently 
availsble. 

The ASB Directive 5 paragrƁph 29 sets out the principles forthe application of the GRAP 3 uidelines in the determination of the GRAP Reponing 
Framework hierarchy, as sel out in he standard of GRAP 3 on Accounting Policies, Changcs in Accounting Estimates and Errors 

Where a standard of GRAP is approved as effective, it replaces the equivalent statement of Intemational Public Sector Accounting Siandards 
Boaid, Inlemalional Financial Reporttng Standards or Generally Accepted Accounting Principles Where a standard of GRAP has been issued, but 
is not yet in effect, an entity may select to apply the principles established m that standard in developing an appropriate accounting policy dealing 
with a particular section or event before applying paragraph .12 ofthe 
Standard of GRAP on Accounting Policics, Changes in Accounting Estimates and Errors. 


The Municipality applied the principles esiaUished in the following Standards of GRAP that have been issued, but is not yet in effect, in 
developing an appropriate accounting policies dealing with the following transactions, but have not early adopted these Siandards: 
Impairment of Non-cash-generating Assets (GRAP 21 - issued March 2009) 

Impainnent of Cash-generating Assets (GRAP 26 - issued March 2009) 

Revenue from Non-Exchange Transactions (GRAP 23 - issued February 2008) 

Financial Instruments (GRAP 104 Financial Instruments • October 2009) 


Management has considered all of the above-mentioned GRAP standards issued but not yet effective and anticipates that the adoption of these 
standards wili not have a si^ificant impact on the flnancial position, nnancial perfonnance or cash flows of the municipality. 

2 ACCUMULATEDSURPLUS 


Included in the accumulaied surplus of the municipality, are thc following reserves that are maintained in terms of specific requirements: 

2.1 Other Reserves 

The Entity creates and maintains reserves in terms of speciflc requirements. 

2.1 1 Capital replacemeot reserve (CRR) 
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In order to finance the provision of infrastructure and other property, plant and equipment from intemal sources, amounts are transferred from the 
accumulated surplus to the CRR in tenns of delegated powers. 

The following provisions are set for thecreation and utilisation of the CRR: 

« The cash funds that back up the CRR are invesied until utilised. The cash may only be invested in accordar.ee with the investment policy of the 
Entity. 

• Ths CRR .Ttay onfy be utilised for the purposc of puTchai>ing ittms of property, piant and equipment, and may not be used for the maintenance of 
these items. 

• Whenever an asset is purchased out of the CRR, an amount equal to the cost price of the asset is transferred from the CRR, and the accumulated 
surplus is credited by a coiresponding amount. 

• If a proflt is made on the sale of assets other than iand, the profit on thcse assets is reflected in the Statement of Financial Performance, and is 
then transferred viatheStatementof Changes in Net Assets to theCRR, provided that it iscash becked 

Profit on the sale of land is not transferred to the CRR, as it is regarded as rcvenue. 

2.1 2 Govcrnnwnt Grant Reserve 

The Govcmcment Grant Reserve equals the carrying value of assets financed from govemmcnt grants Depreciation on ihese are set off agaitist this 
granl. 

3 PROPERTY. PLANT AND EQUIPMENT 

3.1 Inftial Recognition 


Propeny, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in ihe production or supply of 
goods or services, rental to others, or for adminjstrative purposes, and are expected to be used during more than one year 


The cost of an item of property, plant and equipment is recognised as an asset if, and only if it is probable that future economic beneflts or service 
potential associated with the item will flow to the municipality, and if the costor fair value of the item can be measured reJiably. 

Property. plant and equipment are initialiy recognised at cost on its acquisition date or in the case of assets acquired by grant or donation, deemed 
cost, beingthe fair vaiue of the asset on initial recognition The costof an item of property, plantattdequipment is the purchase price and other 
costs attributable to bring the asset to the location and condition necessary for it to be capable of operating in the manner intended by the 
municipality. Trade discounts and rebates aie deducted in airiving at the cost The cost also includes the necessary cosis of dismantling and 
removing the asset and restoring the site on which it is located 

When significant components of an item of property. plan and equipment have difTerent useful lives, they are accounted for as separate items 
(major components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be equal to 
the fair value of that asset on the date acquired. 

The cost of an Item of propcrty, plant and cquipment acquired in exchange for a non-monetaiy asscis or monetary assets, or a combination of 
monetary and non-monelary assets is measured at its fair value If the acquired item could not be measured at its fair value, iis cost was measured 
at the carrying amount of the asset gwen up. 

Major spere parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during more than 
oneperiod. Similarly, ifthe major spare parts and servicing equipment ^ be used only in connection with an item of property, plant and 
equipineni. they are accounted for as propeny, plant and equipment. 

3.2 SubsequCBt MeasuremeDt 

Subsequent expenditure relatingto propeny, plant and equipment is capitaiised if it is probable that future economic beneflts or potential service 
delivery associated with the subsequent expenditure will flowtothe entiiy and the cost or fait value ofthe subsequent expenditure can be reliably 
measured. Subsequent expenditure incurred on an asset is oniy capitalised when it increases ihe capacity or future economic benefiis associated 
with the asset Where the municipality replaces parts of an asset, it derecognises ihepan ofthe asset being replaced and capitalises the new 
componeni. 
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Subsequently all properly plant and equipment, including for Infrastructure Assets, are measured at cost (or deemed cost), iess accumulated 
depreciation and accumuiated impairment iosses. 

Compensation from third panies for items of property, plant and equipment that 'ivere impaired, Icrt or g'ven nn is inclirded in surpl'js or deficit 
when the compensation becomes receivable. 

3.3 Depreciatiofl 

Land is rtotdepreciaied as it is regarded as having an unlimited life Depreciation on assets other than land is caiculated on cost, usmg the straight 
line method, to aliocate their cost or revalued amounts to their residual values over the estimated usefui lives of the assets The depreciation method 
used reflects the pattem in which the asset’s future economic benefits or service potential are expected to be consumed by the municipality 
Components of assets that are significant in relation to ttie whole asset and that have different useful Hves are depreciated separately. The 
depreciation rates are based on the following estimated useful lives. 

Depreciation only commences when the asset is available for use, unless stated otherwise 


Infrastructure 

Years 

Roads and Paving 

45-50 

Gravel Roads 

3- 10 

Electricity 

45-50 

Water 

15- 100 

Sewerage 

15-100 

Landfill Sites 

10-65 

Conutmnity 

Recreational Facililies 

15-60 

Sccuriiy 

5 - 10 


Buildings 

Ycan 

25-100 

Mobiie offices 

5 

Other 

Specialist Vehicles 

5-20 

Other Vehicles 

5 - 10 

OfTice Equipment 

3-7 

FumituTcand Fitiings 

7-10 

Watercrafl 

15 

Bins and Containers 

5 

Specialised Plant and Equipment 

10- 15 

Other items of Plant and Equipment 

2-5 


The assets’ rcsidual values. cstimated useful livcs and depreciation method are reviewed annually, and adjusted prospectively if appropriale. ai each 
reporting date. 

3.4 Incompiete Constnictlon Work 

Incomplete construction work is stated at histohcal cost. Depreciation only commences when the asset is available for usc. 

3.5 Finance Leases 


Assets capitalised under finance teases are depreciated over their expected useful lives on the same basis as PPE controlled by the entity or where 
shorter, the term of the relevant lease if there is no reasonable cerlainty that the miinicipality will obtain ownership by the end of the lease lerm. 

3.6 Heritage Assets 

Heritagc asscts, which are culturally significant resources and which are shown at cost, are not depreciated owing to uncertamty regarding their 
estimated useful lives The Municipality assess at each reporiing dale if there is an indication of impairment. 

Subsequent to measurement, hehtage assets are carhed at cost less impairment losses 

3.7 Laod 

Land is not depreciated as it is deemed to have an indeflnite useful life. 

3.8 Inrrastructure Aasets 

Infrastructure Assets are any assets that are part of a network of similar assets Infrasrructure assets are shown ai cost less accumulated depreciation 
and accumulated impairment Infrastructure assets aretreated similarly lo all other assels of the municipality in terms ofthe assel management 
policy. 
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3.9 Derecognition of propcrty, plant and cqaipment 

The carrying amount of an item of property, plant and equipment is d^ecognised on disposal, or when no future economic beneflts or service 
potentiaJ are expected from its use or disposal 

The gain or loss arising from the derecognition of an item of property, piant and equipment is included in surplus or deflcit when the item is 
derecognised. Cains are not classified as revenue. 

Gains or losses are calculated as the difference between the carrying value of assets (cost less accumulated depreciation and accumulated 
impairment losses) and thedisposal proceeds is included in the StatementofFinancial Performance as a gain or loss on disposal of property, plant 
and equipment. 

3.10 Impairinuit of asseta 

3.10 1 Impairmeni of Cash generatiHg assets 

The municipaJity assesses at each reporting dale whether there is any indication that an asset may be impaired. If any such indication exisis, the 
municipaJity estimates the recoverable amount of the individual asset. 

Ifthere is any indication that an asset may be impaired, the recoverable amount is estimated forthe individual asset If it is not possible to estimate 
the recoverable amount of the individual asset, the lecoverable amount of the cash-generating unit to which the asset belongs is determined. 

The best evidence of fair value less cost to seli is the price in a binding sale agreement in an arms length transaction, adjusted for the incremenial 
cost that would be directly attnbutable to the disposal of the asset” 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to ils recoverable amount That 
reduction is an impairment loss. 


An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or deficit. 

An impairment of assets carried at at revalued amount in reduces the revaluation surplus for that asset The decrease 

shall be debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset 

An jmpajrment loss is recognjsed for cash-generating units if the recoverable amouni of the unit is less than the carrying amount of the unit The 
impairment loss is allocated to reduce the carrying amount of the asseis of the unit as follows: 

• to the assets of the unit, pro raia on the basis of the carrying amount of each assei in the unit 

A municipality assesses at each reporting date wheiher there is any indication that an impairment toss recognised in prior periods for asseis may no 
longer exist or may have decreased. If any such indication exists, the recoverable amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have 
been determined had no impairment ioss been recognised for the asset in prior periods 

A reversal of an impairment loss ofassets carried atcost less accumulated depreciation or amortisation is recognised immediately in surplus or 
deficit. 

3.10 2 Impairment ofNon-Cash generaimg asseis 

The municipality assesses at each reponing date wheiher there is any indication that an asset may be impaired. If any such indication exists, the 
municipality estimates the recoverable service amount of the asset. 

If there is any indication tJiat an asset may be impaired, the recoverable service amount is estimated for the individuai asset. If it is not possibte to 
estimaie the recoverable service amount of the individual asset, the recoverable service amount of the cash-generating unit to which the asset 
belongs is determined. 

The recoverable service amount is the higher of a non-cash generating asset's fair value less costs lo sell and its value in use The value in use for a 
non-cash generatmg asset is ihe present value of the assct’s remaining service potential. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable service 
amount. That reduction is an impairment loss. 
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An impainncnt loss of asscts carried at cost less any accumulated dcpreciation or amortisation is recognised immediately in surplus or de/lcit. Any 
impairment loss of a levaJued asset is treated as a revaluation decrease. 

3.10 3 Impairment o/Non-Cttsh generaUng aatts (coHdnued) 

An impairment loss is recognised for non cash-generating units if the recoverable service amount of the unit is less than the carrying amount of the 
unit. The impairment loss is allocated to reduce the carryingamount of theassets ofthe unit a$ follows: 
to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 


A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for assets may no 
longer exist or may have decreased. If any such indication exists, the recoverable service amounts of those assets are estimated. 

The increased canying amount of an asset attributable to a reversal of an impairment loss does not exceed the canying amouni that would have 
been determined had no impairment loss been recognised for the asset in fH-ior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised immediately in surplus or 
deficit. Any reversal of an impairment loss of a revalued asset is treated as a revaluation increase. 

4 INTANGIBLE ASSETS 

4.1 Initial Recognition 


Identifiable non-monetary assets without physical subsiance are classified and recognised as intangible assets The municipality recognises an 
intangible asset in its Siatement of Financial Position only when it is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the municipality and the cost or fair value of the assei can be measured reliably. 

Intemally generated intangible assets are subject to strict recognition criteria before they are capitalised Research expenditure is recognised as an 
expense as incurred Costs incurred on developmcnt projecis (relating to the design and testing of new or improved producis) are recognised as 
intangible assets when the following criteria are fulfilled: 

• it is technically feasible to complete the intangible asset so that it will be available for use, 

• management intends to complete the intangible asset and use or sell it; 

• there is an ability to use or sell the intangible asset; 

• it can be demonstrated how the intangible asset will generate probable futuie economic benefits; 

> adequatetechnical, finBncial and other resources to complete the development and to use or sell the intangible asset are available; and 

• ihe expenditure attributable to the intangible asset during its dcvelopment can be reliably measured. 

Other development expenditures that do not meei these criteria are recognised as an expense as incurred Development costs previously recognised 
as an expense are not recognised as an asset in a subsequent period. Capitalised development costs are recorded as intangible assets and amortised 
from the point at which the asset is ready for use on a straight-line basis over its useful life, not exceeding flve years Development assets are tested 
for impairment annually, in accordance with IPSAS 21/ lAS 36. 

Iniangible assets are initially recognised at cost. The cost of an intangible asset is the purchase price and other costs attributable to bring the 
intangible asset to the location and condition necessary for il to be capable of operating in the manner intended by the municipality, or where an 
intangible asset is acquired at no cost, or for a nominal cost, the 

cost shall be its fair value as at the date of acquisition Trade discounts and rebates are deducted in arriving at the cost. Intangible assets acquired 
separately or intemally generated are reported at cost less accumuleted amortisation and accumulated impairment losses. Where an intangible asset 
isacquired at no cost or for a nominal consideration, its cost is its fair valueas at the date it is acquired. Wherean intangible is acquired in 
exchange for a non-monetary asset or monetaiy assels, or a combination of monetary and non-monetary assets, the asset acquired is initially 
measured at fair value (the cosi) If the acquired item's fair value was not determinable, ifs deemed cost is thecarrying amount of the asset(s) given 

4.2 Subsequcnt MeasuremeDt, Amortisation aod Impairnient 

After initial recognition, an intangible asset are carried at its cost less any accumulated amortisation and any accumulated impairment losses. 
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Expenditure on an intangible item that was initially recognised as an expense shall not be recognised as part of the cost of an intangible asset at a 
later date. 

In terms of GRAP 1 02, intangible assets are distinguished betwecn intemally generated intangible assets and other intangible assets. it is further 
disdnguished between indefinite or finite useful lives. Amortisation is charged on a straight-line basis over the intangible assets' useful lives, which 
are estimated to be between 3 to S years, the residual value of assets with finite useful lives is zero, unless an active market exists. Where 
intangible assets are deemed to havc an indefinite useful life, such intangible assets are not amortised, however such intangible assets arc subject to 
an annual impairment test. 

Intangible assets are annually tested for impairment, including intangible assess not yei avaiiable for use. Where items of intangible assets have 
been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the period that the impainnent is 
identified except where the impairment reverses a previous revaliiation The impairment loss is the differcnce between the carrying amount and the 
recoverable amount. 


The estimated useful life, residual values and amortisation method are reviewed annually at the end of the flnancial year. Any adjustments arising 
from the annual review are applied prospectivety as a change in accounting estimate in the Siatement of Financial Performance 

4.3 Dencognition 

Intangible assets are derecognised when the asset is disposed of or when there arc no further economic beneflts or service potential expected from 
the use of the asset The gain or loss ansing on the disposal or retirement of an intangible asset is deiermined as the difference between the net 
disposals proceeds and the canying velue and is recognised in the Statement of Financiai Performance. 

5 INVESTMENT PROPERTY 

5.1 iDitial Rccogiiition 

Investment property includes property (land or a building, or part of a building, or both land or buildings held under a finance lease) held to eam 
rentals and/or for capital appreciation, rather than held to meet service delivery objectives, the production or supply of goods or services, or the sale 
of an asset in the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including transaaion costs once it meets the definition of investment 
property. However, where an investment property was acquired through a non-exchange transaction (i.c. whcre it acquiredthe investment property 
for no or a nominaf value), its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at daie of completion 

Based on management’s judgement, the following criteria have been applied to distinguish investment propenies from owner occupied property or 
property held for resale: 

• All properties held to eam market-related rentals or for capital appreciation or both and that are not used for administraiive purposes and that 
will not be sold within the next 12 months are classified as Investment Properties; 

• Land hcld for a currently undetermined future use. (If the Municipality has not determined that it will use the land as owner-occupied property 
or for short-term sale m theordinary courseof business, the land is regardedas held for capital appreciation); 

• A building owned by the entity (or held by the entity under a finance lease) and leased out under one or more operating leases (this will include 

A building that is vacant but is held to be leased out under one or more operating leases on a commercial basis to extemal panies. 

The following assets do not fali in the ambitoflnvestment property and shall be classifled as Property, Plantand Equipment, Inventory or Non- 
Current Assets Held for Sale, as appropriate: 

• Property intended for sale in the ordinary course of operations or in the process of construction or dcvclopment for such sale, 

• Property being constructed or developed on behalf of third parties; 

Owner-occupied fHOperty, including (among other things) property held for future use as owner-occupied property, property held for future 
development and subsequcnt use as owiKr-occupied property, property occupied by employees such as housing for personnel (whether or not 

• the employees pay rent at market rates) and owner-occupied property awaiting disposal; 

• Property that is being constmcted or developed for future use as investment property; 

• Propeity that is leased to another entity under a finance lease; 
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Property held to provide a social scrvice and which also generates cash inflows, e.g. property rented oiir below market rental to sporting 

• bodies, schools, low income families, etc; and 

• Property held for strategic purposes or service delivery. 

5.2 Subseqaent MeswraiDeQt' CostModcl 

Investment property is measured using the cost model. Investment Property is stated at cost less accumuleted depreciation and accumulated 
impairment losses. Depreciation is calculated on cost, using the straight-line method over the useful life of ihe property, which is estimated at 20 • 
30 years. Components of assets that are significant in relation to the whole asset and thal have different useful lives are depreciated separately. 

The gain or ioss arising on the disposal of an investment property is deterrhined as the difference between the sales proceeds and the carrymg value 
and is recognised in the Statement of Financial Performance 

The gain or loss arising on the disposal of an investment property is determined as the difTerence between the sales proceeds and the carrying value 

5.3 DeracognitioD 

An investment property shall be derccognised (eliminated from the statement of financial position) on disposal or when the investment property is 
permanentiy withdrawn from use and no future economic benefits or service potentiai are expected from its disposai 

6 FINANCIALINSTRUMENTS 

Thc municipality has various types of financial instruments and these can be broadly categorised as either financial assets, financial liabilities or 
equity instruments in accordance with the substance of the contractual agreement The municipality only recognises a financial instrument when it 
becomes a party lo the contraaual provisions of the instrument. 


Inituil racognition 

Financial assets and financiai liabilities are recognised on the entity's Statement of Financial Position when the entity becomes party to the 
contractual provisions of the instrument 

The Entity does not ofTsci a financial asset and a financial liability unless a legally enforceable nght to set ofl" the recognised amounts currently 
exist, and the enuty intends either to settle on a net basis, or to realise the asset and settle the habjiity simultaneously. 


Fair valuc metbods and assumptions 

The fair values of financial instruments are determined as follows: 

The fair values of quoted investments are based on cument bid prices. 

If the market for a financial asset is not active (and for unlisted securities), the company establishes fair value by using valuation techniques. Thcse 
include the usc of recent arm’s length transactions, reference to other insinimenis that are substantially the same, discounted cash flow analysis, 
and option pricing models making maximum use of market inputs and relying as little as possible on enlity-specific inputs 

The efTectlve iaterest ratc metbod 

The efTeaive interest method is a method of calculating the amortised cost of a flnancial asset or a financiai liability and of allocating the interest 
income or interesi expense over the relevant period. The efTeciive inierest iBie is the rate that exactly discounts estimated future cash payments or 
receipts through the expected life of the f inancial instrument or, when appropriate, a shorter penod to the net carrying amount of the fmancial asset 
or financial liability. 

Amortiscd cost 

Amortised cost is the amount at which the financial assel or financial liability is measured at initial recognition minus principal repayments, plus or 
minus the cumulative amortisation using the efTective interest method of any difTerence between that initial amount and the maturity amount, and 
minus any reduaion for impairment or uncollectibility. 
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6.1 FiBancial Assets - CteBsification 

A rinancial asset is any asset thal is a cash or contractual right to receive cash. 


In accordance with lAS 39.09 the Financial Assets of the municipality are classined as follows into the four categories allowed by this standard: 

Loans and Receivables are non derivative financial assets with fixed or determinablc payments tlal are not quoted in an active market. They are 
included in current assets, except for maturities greater than 1 2 months, which are classified as non-current assets Loans and receivables are 
tnitially recognised at fair value plus transaction costs that are directly attnbutable to the acquisition or issue of the financial asset After initial 
recognition Financial Assets are measured at amortised cost, using the effective interest rate method less a provision for impairment. 

Held-to-Maturity Investments are financial assets with fixed or determinable payments and fixed maturity where the municipality has the positive 
intent and ability to hold the investment to maturity. 

Financial assets at fair value through profit or loss are financial assets that meet either of the following conditions: 

• they are classified as held for trading; or 

• upon initia! recognition they are designated as at fair vaiue through the Statement of Financial Pcrformance. 

Available for sale investments are financial assets that are designated as available for sale or are not classified as 

• Loans and Receivables, 

• Held-to-Maturity Investments, or 

• Financial assets at fair value through profit and loss 


The municipality has the following types of financial assets as reflccted on the face of the Statement of Financial Position or in the notes thereto 


TvDC of Fmoocial Asset 

Classification in temisoflAS 39.09 

Short-term Investment Dcposits - Call 

Held-to-maturitv investments 

Bank Balances and Cash 

Loans and receivables 

Lone-term Receivables 

Loans and receivables 

Consumer Debtors 

Loans and receivables 

Other Debtors 

Loans and receivables 

Investments in Fixed Deposits 

Held-to-maturitv investments 


Cash includes cash on hand (including petty cash) and cash with benks (including call deposits) Cash equivalents are short-tenn highly liquid 
investments, readily convertible into known amounts of cash, thai are held with regisiered banking institutions and are subject to an insignificant 
risk of change in value For the purposes of the cash fiow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks, net of bank overdrafts The municipality categorises cash and cash equivalentsas financial assets: loans and receivables. 

6.2 FioaDCial Liabilities - Classincatkm 

A financial liability is a contractual obligation to deliver cash or another financial assel to another entity The municipality has the following types 
of financial liabilities as refiected on ihe face of the Statement of Financial Position or in the noles thereto: 

• Long-term Liabilities 

• Certain Other Creditors (see note 9) 

• Bank Overdrafi 

• Short-term loans 

• Currcnt Poriion of Long-term Liabilities 
■ Consumer Deposils 

There are three main categories of Financial Liabilities , the classification determining how they are measured Financial liabilities may be 
measured at. 

(i) Fair value through profit or loss; or 
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(li) Other flnancial liabilities (Financial liabilities measured at amortised cost) 

(iii) Fina/icial guarantee contrect 

Financia! liabilities that are measured at fair valuc through proHl or !css are financial liabilities that are essenticlly held for crodir.g (i.c. purchased 
with the intention to sell or repurchase in the short term; derivatives other than hedging instruments or are part of a pojtfolio of financial 
instruments where there is recent actual evidence of short-term profiteering or are derivatives) 

Any otherfinancial liabilities areclassified as "Otber financial liabilities" in accordance with lAS 39.09 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as incurred 

6.3 Initial and Subsequeot Measurement 

6.3 1 Flnmeial Assets: 

Held-to-matvrity Investments are initially measured at fair value plus transaction costs that are directty attributable to the acquisition or issue of 
the financial asset Subsequently, ihese asseU aie measured at amortised cost using the EfTective Interest Meihod less any impeirment, with revenue 
recognised on an effective yield basis 


Loans and Receivabtes are inilially measured at fair vo/i/e ptvs transaction costs that are direcily atiribulable to the acquisUion or issue ofthe 
financial asset. Subsequeniiy, ihese assets are measuredot amorttsed cost using ihe Effective Inierest Method less any impairmeni, wilh inleresi 
recognised on an effeciive yield basis. . 

Trade and other recervables (exduding Value Added Taxation, prepayments and operating lease receivables), loans to Muntcipaliiy entities and 
loans /hat have faed and determinable paymenis ihal are nol quoted in an aciive markel are classified as loans and receivables. 


Available-for-Sole Financial Asseis are initially measured at fair value plus directly attributable transaction costs Theyare subsequently measured 
at fair value wilh unrealised gains or losses recognised directly tn equity until ihe investment is derecognised, at which time Ihe cumulative gain or 
toss recorded in equity is recognised in ihe statement of fl nancial performance, or delermined to be impaired. at which time the cumulative loss 
recorded in equity is recognised in the statement of /inancial performance. 

6.3 2 Flnaneial Liabililles: 

Flnmcial liabilities 

Financial liabilities ihat are measured at fair value ihrough proflt or loss are measured at fair value through profit or loss are stated at fair value, 
with any resulted gain or loss recognised in the Statement of Financial Performance. 

Fioancial LiabilHics beld at amortised cost 


Any other financial liabilities areclassified as "Other financiat liabilities* (All payables, loans and borrowings are classified as other liabilities) and 
are initially measured at fair value, net of transaction costs. Trade and other payables, interest bearing debt induding fmance lease liabilities, non- 
interest bearing debt and bank borrowings are subsequently measured at amortised cost using the effeciive interest rate method. Interest expense is 
recognised in the Statement of Financial Performance by applying the effective interest rate. 

Bank borrowings, consisting of interest-bearing shon-term bank loans, repayable on demand and overdraAs are recorded at the proceeds rcceived. 
Finance cosis are accounied for using the accrual basis and are added to the carrying amount of the bank borrowing to the extent that they are not 
settled in the peiiod that they arise. 

Prepayments are carried at cost less any accumulated impairment losses. 

Fmancul guarantcc contract 
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Financial guarantec contracts rtpresent contracts that require the issuer to make specified paynienls to reimburse the holder for a loss it incurs 
because a specified debior fails to make payments when they are cwtractually due. 

Financial guarantee cmtract liabiiities are initially measured at fair value. 

The subsequent measurement of financial guaiantee contracts is the higher of the amount determined in accordance with the policy on provisions 
as set out below, or ihe amount initially recognised less when appropriate cumulative amortisation. 

6.4 Impaimient oF Financiai Asscts 

Financial assets, oiher than those at fair value ihrough profit or loss, are assesscd for indicators of impairment at the end of each reporting period. 
Financial assets arc impaired where there is objective evidence of impairment of Financial Asseis (such as the probability of msolvency or 
significant financial difTicuIties of the debtor) If ihcre is such evidence ihe recoverable amount is estimated and an impairment loss is recognised 
in accordance with lAS 39. 

Available-for-sale nnnndnl assets 

When a decline in the fair value of an available-ror'Sale financial asset has been recognised directly in net assets and there is objective evidence 
ihatthe asset is impaired, the cumulative loss ihat had been recogntsed directly in net assets shall be removed and recognised in ihe Statement of 
Financial Performance even though the fmancial asset has not been derecognised. 

The amount of the cumulative loss that is removed from net assets and recognised in the Sialement of Financial Performance is the difference 
between the acquisition cost (net of any principat repayment and amortisation) and currenl fair value, less any impairment loss on that rmancial 
assel previously recognised in Siatement of Financial Performance. 

Impairment losses recognised in ihe Statcment of Financial Performance for an investment in an equity instrument classified as available-for-sale 
are not reversed through ihe Statement of Financial Performance 

If, in a subsequent period, the fair value of a debt instrument ctassified as available-for-sale increases and the increase can be objectively related to 
an event occurring aftcr the impairment loss isrecognised in the Statement ofFinancial Performance, the impairment loss must be reversed, with 
the amount of the reversal recognised in the Statement of Financial Performance. 

Financul assets carricd at amortlsed cost 

Accounts receivables encompassess long term debtors. consumer debtors and other debtors. 


Initially Accounts Receivabie are valued at fair value and subsequenily carried at amorlised cost using the effective interest rate method An 
estimate is made for doubtfui debt based on past default experience of all outstanding amounts at year-end Bad debts are wntten ofT the year in 
which they are identified as irrecoverabte Amounts receivable within 12 monlhs from ihe date of reportingare classified ascurrent 


A provision for impairment of accounts receivables is esiablished when there is objective evidence that the municipality will not be able to collect 
all amounts due according to the original terms of leceivables The provision is made in accordance with lAS 39 64 whereby the recoverability of 
accounts receivable is assessed individually and then collectively afler grouping the assets in financial assets with similar credit risk characteristics. 
The amount of the provision is the difTcrence between the financial asset’s carrying amount and ihe preseni value of cstimated future cash fiows, 
discounted at Ihe original effective interest rate. Future cash fiows in a group of financial assets that are collectively evaluated for impairment are 
estimated on the basis of historical loss experience for assets with credit risk characteristics similar to those in ihe group. Cash fiows relating to 
short-term receivables are not discounted where the eflect of discounting is immaterial 
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Thc carrying amount of the fmancia] asset is reduced by the impainnent loss directJy for al) rmancial assets carried at amortised ccst with the 
exception of consumer debtors, where the carrying amount is reduced through the use of an altowance account. When a consumer deblor is 
considered uncoHect’bte, :t is sN'ritten off agpinst the atlowancc ucccunt. Subsequeni recoveries of amounts previoiisly written otf are credited 
against the allowance account. Changes in the canrying amount of the allowance account aie retognised in the Statement of Financial 
Pcrfonnance. 


With the exception of Available-for-Sale equity instniments, if, in a subsequent period, the amount of the impairment loss decreases and the 
decrease can be related objectively u> an event occurring after the impairment was recognised, the previously recognised impairment loss is 
reversed through the Statement of Financial Performance to the extent that the carrying amount of the investment at the date the impairment is 
reversed does not exceed what the amortised cost would have been had the impairment not been recognised. 

6.5 DerecogBitkin of Financial Assets 

The municipality derecognises Financial Assets only when the contractual rights lo the cash flows from the asset expire or it tiansfers the financial 
assei and substantially all the risks and rewards of ownership of the asset to another entity, except when Council approves the write-off of Financial 
Assets due to non recoverability. 

If the municipality neither transfers nor retains substantially all ihe nsks and rewBrds of ownership and contmues to control the transferred asset, 
the municipality recognises its retained interest in the asset and an associated liability for amounts it may have to pay If the municipality retains 
substantially all the risks and rewards of ownership of a transferred rinancial asset. the municipality continues to recognise the rinanciai asset and 
also recognises a coUateralised borrowing for the proceeds received. 

6.6 Derecogoition of FinaDcial Liabilities 

The municipality derecognises Financial Liabilities when, and only when, the municipality's obligations are discharged. cancelled or they expire 

The municipality recognises the difference between the carrying amount of the flnancial liability (or pan of a rinancial liability) extinguished or 
transferred U> another pany and the consideration paid, including any non-cash assets transferred or liabilities assumed, in ihe Statement of 
Financial Performance. 

7 INVESTMENTINJOINT VENTURES 

Ajoint venture is a contractual arrangement whereby the Municipality and the other panies undenake an economic activity ihat is subject lo joint 
control Interests in jointly controlled entities are stated at cosi 

8 INVENTORIES 

8.1 Initiai Recognition 

Inventories comprise current assets held for sale, current assets for consumption or distribution during the ordinary course of business. Inventories 
are initially recognised at cost Cost gaxerally refers to the purchase price, plus taxes, transpon cosls and any othcr costs in bringing the inventories 
to their current location and condition. Where inventory is manufactured, constructed oi pioduced, the cost includes the cosi of labour, materials 
and overheads used during the manufaauring process. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e a non-exchange transaction), the cost is deemed to be equal to 
the fair value of the item on the date acquired. 

Direct costs relating to propenies that will be sold as inventory are accumulated for each separately identifiable development. Costs also include a 
proportion of overhead costs. 

8.2 SubsequcDt Measurement 

Conssinable stona, nw nuterials, work-in-progress and fiDished goods 
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Consumable stores, raw materials, work-in-progress and rinished goods are vaiued at the lower of cost and net realisable vatue (net amount that an 
entity expects to realise from the sale on inventory in the ordinaiy course of business). In general, the basis of determining cost is the weighted 
average cost of commodities. If inventones are to be distnbuted at no charge or for a nominal charge they are valued at the lowe of cost and 
curroit replacement cost. 

UasoM propcttes 


Unsold propenies are valued at the lower of cost and net realisable value on a weighted average cost basis Direct costs are accumulated for each 
separately identifiable deveiopment Cost also includes a portion of overhead costs, if this relates to development. 


Redundant and slow-moving inventories are identified and written down from cost to net realisable value wiih regard to their estimaied economic 
or realisable values and sold by public auction. Net realisable value is the estimaied selling price in the ordinary course of business, less applicable 
variable selling expenses Differences arising on the valuation of inventory are recognised in the Statement of Financial Performance in the year in 
which they arose. The amount of any reversal of any write-down of inventories arising from an increase in net realisable value or current 
rqjlacement cost is recognised as a reduction in the amount of inventones recogntsed as an expense in the period in which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off or consumed, 
unless that cost qualifies for capitalisation to the cost of another asset. 

9 NON-CURRENT ASSETS HELD-FOR-SALE 

9. 1 loitial Recogaition 

Non-cuirent Assets and Disposal Groups are classiried as held-for-sale if their carrying amount will be recovcred principally through a sale 
nansaction rather than through continuing use. This condition is regarded as met only when the sale is highly probable and the asset (or disposal 
group) is available for immedtaie sale in its present condition. Management must be committed to the sale, which should be expected to qualify for 
recognition as a completed sale within one year from the date of classification. 

9.2 SubseqQCDt Measuremciit 

Non-current Assets (and Disposal Groups) classified as held-for-sale are measured at the lower of their previous carrying amount and fair value 
iess costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held foi sale. or while it is part of a disposal group classified as held 
for sale 

Interest and other expenses attributable to the iiabilities of a disposal group classifled as held for sale are recognised in surplus or deficit 
The gain or loss on the eventua) sale of non-current assets held for sale is inciuded in the Statement of Financial 
Performance as gain or loss on sale of asseis. The gain or loss on the eventual saleof non-currentassets held for sale, is 
calculated on the difference between the net disposal proceeds and the carrying amount of the individual asset or the 
disposel group. 

10 REVENUE RECOGNmON 
lO.l Gcncral 


Revoiue, excluding value-added taxation where applicable, is derived from a variety of sources which include rates levied, grants from other tiers 
of govemment and revome from tradingaclivitics and other services provided. Revenue is recognised when it is probable that future economic 
benefits or service potential will flow to the municipality and these benefits can be measured reliabiy, except when specifically stated otherwise. 

Revenuc comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course of the 
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The mimicipality recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow to 
the municipality and when specific criteria have been mel for each of the municipalitiev’ activities as riescribed helow The amount of revi>niie is 
not considered to be reliably measurable until all contingencies relating to the saie have been resolved. The municipality bases its estimates on 
historical resuits, taking into consideration the type of customer, the type of transaction and the specifics of each arrangemeni. Furthermore 
services rendered are recognised by referoKe to the stage of complAion of ihe transaction at the reporting date. 

Revcnue from exchange transactions refers to revenue that accrued to the municipality directly in retum for services rendered / goods sold, the 
value of which approximaies ihe consideration received or receivable. 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another entity without directly giving 
approximately equal vaiue in exchange Revenue Irom non-exchange transactions is generally recognised to ihe extent that the the related receipt or 
receivable qualifies for recognition as an asset and there is no liability to repay the amount. 

10.2 Revenuc froin Excbnnge Transactions 

10.2 1 Service Charges 


Service charges relating lo solid waste, sanitation and sewage are levied in terms of the approved larifTs. 

Service charges relating to electricity and water are based on consumption Meters are read on a monthly basis and are recognised as revenue when 
invoiced. Provisionel estimaies of consumption, based on the consumption histoiy, are made monthly when meter readings have not been 
performed The provisional estimates of consumption are recognised as revenue when invoiced, except at year-end when estimates of consumption 
up to year-end are recorded as revenue without being invoiced Adjustments to provisionai estimates of consumption are made in ihe invoicing 
penod in which meters have been read. These adjustments are recognised as revenue in the invoicing period In respect of estimates of 
consumption between the last reading date and the reporting date, an accrual is made based on the everege monthly consumption of consumers. 

Service charges relating to refuse removai are recognised on a monthly basis in arrears by applying the approved tariff to each property that has 
improvements TarifTs are determined per category of property usage, and are levied monthly based on the number of refuse coniainers on each 
property, regardless of whether or not all containers are emptied during the month. 

Service charges from sewerage and sanitation ere based on the type of servjce and ihe number of sewer connections on all developed property, 
using the tariffs approved by Council and are levied monthly 


In circumstances where services cannot readily be measured and quantifled, a flat rete service charge is levied montbly on such properties. 

10.2 2 Flnance income 

Interest eamed on investmenis is recognised in thc Siatement of Financial Performance on the time proportionate basis thal takes into account the 
efTective yicld on the investment. 

Intercst eamed on the following investments is not recognised in the Statemeni of Financial Performance: 

• Interest eamed on trust funds is allocated direcUy to the fund. 

• Interest eamed on unutilised conditional grants is allocated riirectly to the creditor unutilised conditional grants, if the 
grant conditions indicate that interest is payable to the funder. 

10.2 3 Toriff Charges 

Revenue arising from ihe application ofthe approved tariffofcharges is recognised when ihe relevant service is rendered by applying the reievant 
aulhorised tarifT This includes the issuing of licences and permits. 

10.2 4 IncomefromAgencyServices 

Income for agency services is recognised on a monthly basis once ihe income coilected on behalf of agents has been quantified. The income 
recognised is in terms of the agency agreement. 
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IncomeTeceived from conditional grants, donations and funding are recognised as revenue to the extent that the municipality has complied with 
any of the criteria, conditions or obiigations embodied in the agreement. To the extent that the criteria, conditions or obliptions have not been met 
a liability is recognised. 

Govemment grants that are receivable as compensation fcH' expenses or losses already incurred or for the purpose of giving immediate financial 
support lo the municipaJiiy with no future relaod costs are recognised in the Statement of Financial Perfonnance in the period in whicli tlicy 
become receivable. 

10.3 5 Revenue from Recovery of UnauthorUed, Irregular, FruMess and Wasteful Expentdture 

Revenue from the recovery of unauthorised, irr^lar, fruiiless and wasteful expenditure is based on legislated procedures, including those set out 
in the Municipal Finance Management Act (ActNo.56of2003) and isrecognised when the recovery thercof from the responsibie councillors or 
ofTicials is vinually ccriain. Such revenue is based on iegislated procedures. 

11 PROVISIONS 

Provisions for environmental restoration, rehabiiitation, restructuring costs and legal claims are recognised when the municipality has a present 
legal ur constructive obligation as a resuli of past events, it is probable that an outflow of resources embodying economic benefits or service 
potential will be required to settle the obligation and a reliable estimate can be made of the obligation. 


Future events that may afTect the amount required to settle an obligation are leflecled in the amount of a provision where there is sufficient 
objective evidence that they will occur Gains from the expectcd disposal of assets are not taken into accounl in measuring a provision Provisions 
are not recognised for future operating losses The present obliption under an onerous contract is recognised and measured as a provision An 
onerous contract is a contract in which the unavoidable costs of meeling ihe obligations under the contract exceed the economic benefits expected 
tobetBceived undcr it The unavoidable cosis undcr a contract reflect the least netcost of exiting from the contract, which is the lowerofthe cost 
of fulfilling it and any compensation or penalties arising from failure to fulfil it - this unavoidable cost resuiting from the contract is the amount of 
the provision to be recognised. 

Provisions are reviewed at reponing date and the amount of a provision is the present value of the expenditure expected to be required to settle the 
obligation. When the effect of discounting is material, provisions are determined by discounting ihe expected future cash flows that reflect current 
market assessments of the time value of moncy The impact of the periodic unwinding of the discount is recognised in the Siatement of Financial 
Performance as a finance cost as it occurs 

EnvironmenUI rehnbilitntion provisioDS 

Estimaled long-term environmenial provisions, comprising rehabilitation and landfill site closure, are based on the Enticy's 
policy, taking into account cunent technological, environmental and regulatory requirements The provision for rehabilitation is recognised as and 
whentheenvironmental liability arises. Tothe extent that the obligations relatetothe asset, they are capitalised as part of the cost of those assets. 
Any subsequent changes to an obhgation that did noi relateto the initial related asset are charged to the Sutement of Financial Performance. 


12 EMPLOYEE BENEFITS 
12.1 $hor 1 -tenn Employee Benefits 

Remuneration to employees is recognised in the Statement of Financial Performance as the services are rendered, except for non-accumulaiing 
benefits, which are only recognised when the specific event occurs. 

The municipality treats its provision for leave pay as an accrual. 

The costs of all short-term employee benefits such as leave pay, are recognised during Ihe period in which the employee renders the related service. 
Theliability for leave pey is based on the total accrued leavedays at year endand is shown as a creditor in theStaiement ofFinancial Position. 

The municipality recognises the expected cost of performance bonuses only when the municipality has a present legal or constructive obligation to 
make such payment and a reliable estimate can be made. 
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12.2 Post cmploymeot benefits 

The municipality provides retirement benefits for its empioyees and councillors, and has both deflned benefit and defined contribution post 
employment plans 

12.2 1 Defined CoBtribution Plans 

A defined contribution plao is a plan under which the municipality pays fixed contributions into a separate entity The municipality has no legal 
or constnictive obligaiion to pay further contributions if the fund does not hold sufficient assets to pay all employees the beneHts relating to service 
in the current or prior periods. 

The municipality’s contributions to the defined contribution funds are established in terms of the rules governing those plans Contributions are 
recognised in the Statement of Financial Perfonnance in the period in which the service is rendered by the relevant employees The municipality 
has no further payment obligations once the contributions have been paid The 

contributions are recognised as employee benefit expense when they are due. Prepaid contributions are recognised as an asset to the extent that a 
cash refund or a reduction in the future payments is available. 

12.3 Deflned Bencflt Plans 

A deflncd benefit plan is a post- employment benefit plan other than a defmed contribution plan. 

12.3 1 Long-senice Allowance 


The municipaJity has an obligation to provide Long-service Allowance Benefits to aJl of iis employees. According to the rules of the Long-service 
Allowance Scheme, which the municipality instituted and operates, an employee (who is on the current Conditions of Service), is entitled to a cash 
allowance, calculaied in terms of the rules of the scheme, after 10, 15, 20, 25 and 30 years of continued service The municipality’s Iiability is 
based on an actuarial valuetion. The projected unit credit method has been used to value the liabilities Actuarial gains and losses on the long-term 
incentives are accounted foi through thc statement of financial perfonnance. 

13 LEASES 

Lense Classificntion 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownershipof an asset are transferred to the 

Leases of property, plant and equipmenl, in which a signiflcant ponion of the risks and rewaids of ownership are retained by the lessor are 
classified as operating leases. 

13.1 Ttac Municipality as Lcsscc 

Financc lcnees 

Where the MunicipaJity enters into a finance lease, Property, plant and equipment or Intangible Assets subject to flnance lease agreements are 
capitalised at amounts equal to the fair value of the leased asset or, if lower, the present value of the minimum lease payments, each determined at 
the inception of the lease. Coiresponding liabilities are included in the Statement of Financial Position as Finance Lease Liabilities. The 
corresponding liabilities are initially recognised at the inception of the lease and are measured as the sum of the minimum lease payments due in 
terms of the lease agreement, discounted for the effect of interest. In discounting \he lease payments, the municipahty uses the interest rate that 
exactly discounts the lease payments and unguaranteed residual value to the fair vaJue of the asset plus any direct cosis incurred. Lease payments 
are allocaied between the lease Hnance cost and the capital repayment using the effective interest rate method. Lease finance costs are expensed 
when incurrcd 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the siated accounting policies applicable to property, plant, 
equipment or intangibles The lease liability is reduced by the lease payrTtents. which are allocated between the lease finance cost and the capital 
repayment using the efTective incertst rate method. Lease fmance costs are expensed when incurred. The accounting policies relating to 
derecognition of financial instruments are applied to lease payabies. The tease asset is depreciated over the shorter of the asset's useful life or the 
lease term. 
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The municipality recognises operating lease rentals as an expense in the stattment of financial performance on a straight-line basis over the term of 
the relevant lease. The difference between the amounts recognised as an expense and the contractual payments are recognised as an opeiating lease 
asset or liability 

In the event thal lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The aggregate benefit of 
incehtives is recognised as a reduction of rental expense on a straighl-line basis, cxccpt where another systematic basis is mwe representative of the 
time pattem in which economic benefits from the leased asset are consumed. 

13.2 The MuDicipali'ty as Lessor 


Amounts due from lessees undcr flnance leases or instalment sale agreements are recorded as receivables at the amount of thcMunicipality’s net 
investment in the leases. Finance lease or instalment sale income is allocated to accounting periods so as to reflect a constant periodic rate of retum 
on the Municipality's nel investment outstanding in respect of the ieases or instalment sale agreements. 

Operating lease rental income is recognised on a straight-line basis over the term of the relevant lease. 

13.3 DeterminiDg wbetber an arnmgeiDent contains a lease 


At inception of an anangeraent, the Municipality determines whether such an arrangement is or coniains a lease. A specific asset is the subject of a 
lease iffulfilment of the arrangement is dependent on the use of ihatspecified asset. An arrangement conveys the right to use the asset ifthe 
arrangement conveys to the Municipality the right to control the use of the underlying asset. At inception or upon reassessment of the anar^ement, 
Ihe Municipality separates payments and other consideration required by such an arrangement into those for the lease and those for other eiements 
on the basis of their reiative faii values, If the Municipality concludes for a finance lease that it is impracticable to separate the payments reJiably, 
an asset and a liability are recognised atan amountequal to the fair value oftheunderlyingasset. Subsequently the liability is reduced as paymenis 
are made and an imputed (Inance charge on the liability is recognised using the Municipality's incrementai borrowing rate. 

14 BORROWING COSTS 

The municipality capitalises borrowing costs incurred that are directly attributable to the acquisition, construction or production of a qualifying 
asset as parl of the cost of that asset only when the commencement date for capitalisation is on or after 1 July 2008, whilc all other borrowing costs 
incurred (including borrowing cost incurred on qualifying assets where the commencement date for capitalisation is prior to i July 2008) are 
recognised as an expense in the Siatement of Financial Performance forthe financial year ending30 June 201 1 inaccordance with the 
requirements of GRAP 5 and ASB Direciive 4. 


It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capita! assetacquired cannot be 
adequately established - the municipality expenses borrowing costs when it is inappropriate to capitaiise it. The municipality ceases the 
capitalisation of borrowing costs when substantially ali the activities to prepare the asset for its intended use or sale are complete. 

The municipality ceases to capilalise borrowing costs when substantiaily all the activities necassarry to prepare the qualifilyiing assets for its 
intended use has been completed. Where the construction of the qualifying asset is completed in parts and each part is capabJe of being used while 
construction continues on other pans, the entity shall cease capitalising borrowing costs when it completes substantially all ihe activities necessary 
to preparc that pan. 

15 GRANTS-IN-AID 


The municipality transfers money to individuals, organisations and other sectors of govemment from time to time, When making these transfers, 
the municipality does not: 

• receive any goods or services directly in retum, as would be expected in a purchase or sale transaction; 

• expea to be repaid in future; or 

• expect a financial retum, as would be expected from an investment. 

These transfers are recognised in ihe Siatement of Financia! Performance as expenses in the period that the events giving rise to the transfer 
occurrcd. 


3] 



UMZIMVUBU LOCAL MUNICIPALITY 


ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FQR THE VEAR ENDED 30 JUNE 2012 


VALUE ADDED TAX 

The Municipality is regisiered with SARS for VAT on ihe payments basis, in accordance with Secl 5(2Xa) of the Value-Added Tax Act No 89 of 
1991. 

UNAUTHORISED EXPENDITURE 


Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation received 
from another sphere of govemment, municipality or organ of state and expenditure in the fonn of a grant that is not pemitted in lerms of the 
Municipal Finance Management Act (ActNo S6or2(X)3) Unauthorised expenditure is accounted foras an expense in the Statement of Financial 
Performance If the expenditure is not condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable. 

IRREGULAR EXPENDITURE 

Irregularexpenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003), the Municipal Systems Act 
(ActNo 32 of 2000), the Public Officc Bearers Act(Act No 20 of 1998) or is in contravention of the Municipality's or Municipal Entities' supply 
chain management policies. Irregular expenditure excludes unauthorised expenditure. Unauthorised expenditure is accounted for as an expense in 
the Statement of Financial Performance. !f the expenditure is not condoned by the Council it is treated as an asset until it is recovered or written off 
as irrecoverable. 

FRUITLESS AND WASTEFUL EXPENDfTURE 

Fruitless and wasleful expenditure ts expenditure that was made m vain and would have been avoided had reasonable care been exercised. Fruitless 
and wasteful expenditure is accounted for as expenditure in Ihe Staiement of Financial Performance If the expenditure is not condoned by the 
Council il is Created as an asset until it is recovered or written off as irrecoverable. 

CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS 

Changes in accounting policies that are effected by management have been applied retrospectively in accordance with GRAP 3 requirements, 
excq)tto the exteni ihat it is impracticable lo determme the period-speciOc effects or the cumulative effectofthe change in policy In such cases 
the mumcipality shaJl resiate the opening balances of assets. liabilities and net assets for the earliest period for which retrospective resiatement is 
practicable Refer to note 37 for details of changes in accounting policies. 

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements Details of changes in estimates are disclosed 
in the notes to the annual financial statements where applicable. 


Correction of errors is applied retrospectively in the period in which the error has occurred in accordance wiih CRAP 3 requirements, except to Ihe 
exient that it is impracticable to determine the penod-specific effects or thc cumulative effect of the error In such cases the municipality shall 
restate the opening balances of assets, liabiiities and net assets for the earliest period for which reQ'Ospective restatement is practicable. Rcfer to 
Note 37 to the Annual Financial Siatements for details of corrections of errors recorded during the period under review. 

RELATED PARTIES 

Individuals as well as their close family members, and/or entities are related parties if one party has the ability. directly or indirectly, to control or 
jointly contiol the other party or exercise significant influence over the other party in making financial and/or operating decisions Key 
management personnet is defmed as the Municipal Manager, Chief Financial OfTicer and all other managers reporting directly to the Municipal 
Manager or as designated by the Municipa) Manager. 

EVENTS AFTER THE REPORTING DATE 

Events aner the reporting date that are classified as adjusting events have been accounted for in the Annual Flnancial Statements The events after 
fhe rennrtine dale that are classified as nnn-adiustinp evmts after the renfiitinp date. have h«¥n HisrlospiH in the nntec tn rhe Anr.ii«i cin^nnini 


UMZIMVUBU LOCAL MUNICIPALITY 


ACCOUNTtNG TOLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2012 


Transactions in foreign cunencies are iniiiaily recorded at the prevailing exchange rate on the dates of the transactions. 

Monetaiy assets and Habilities denominated in such foreign currencies are retranslBted at the rales prevailing at ihe 
reponing date. Exchajige diffeieiices are included in ihe Statement of Financial Performance. 

24 COMPARATIVE INFORMATION 
24.1 Currentyearcompanitives: 

Budgeted amounts have, in accordance with GRAP l, been provided in an annexure to ihese financial statements and 
forms part of the audited Annual FinanciaJ Statements. 

24.2 Prior year comparatives 

When thc presentation or classiHcation of items in the Annual Financial Statements is amended, prior period comparative amounts are reclassified 
The nature and reasons for the reclassification are disclosed. 

25 CONTINGENT ASSETS AND CONTINGENT LIABILITIES 


Contingent liabilities represent a possible obligation that arises from past events and whose existence will be confirmed oniy by an occunence or 
non-occurrence of one or more uncertain future events not wholly vrithin the control of Ihe entity 

A contingent liability can also arise as a result of a present obligation thai arises from past evenls but which is not recognised as a liability either 
because it is not probable that an outflow of resources embodying economic benefits will be required to settle ihe obligation or the anwunt of the 
obligation cannot be measured wiih sufficient reliability. 

Contingeni assets represent possible assets that arise from past events and whose existence will be conflrmed only by an occurrence or non- 
occurrence of one or more uncertain future evenls not wholiy within the control of the entity. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the annual financial statements. 

26 TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES 


The costs of intemal support services are transfened to the various services and departments to whom resources are made available. 
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Otfier Debtors: 


Gross Balances 

22 711 

[ 

21 786 


21 690 


1 274 990 1 

1 1 

1 341 078 

Less: Provision for Impairment 

20 479 


20 334 


20 284 


1 256 246 


1 317 345 

Net Balances 

2 232 


1 481 ^ 


1306 

1 

18 743 


23 732 


As at 30 June TraOe Receivables of R 90277 were past due Dut not impaired. The age analysis of theae Trade Recervables are as 
follovvs; 



Ml Tnde Receiyables: 


Cross Balancss 

177 546 


176 615 


8 716 734 


9 070 096 

Less: Provision for Impairment 

165 580 


165 179 


8 649 060 


8 979 619 

Net Balances 

11967 


10 636 


67 674 


90 277 


Asat 30 June 2011 



Refuse: 


Gross Balances 

161 650 


159 047 


158 066 


5 877 962 


6 356 765 

Less: Provision for Impairment 

146 011 


147 313 


147 180 


5 751 814 


6 194 316 

Net Batancea 

13640 


11 734 


10 90S 


126 166 


162 447 


Other Oebtors: 


Gross Balances 

21 216 


71 737 


58 179 


954 002 


1 105 133 

Less: Provision for Impairment 

17 740 


17 697 


17 669 


586 121 


639 235 

Net Balances 

3466 


54 040 


40 510 


367 880 


465 696 


As at 30 June Trade Recetvables of R611238 were pasl due but not impaired The age analysts of these Trade Receivables are as 
follows; 




WT 

I 


31-60DBys \ 1 61-90 Deys 


90 Days 



All Trstfe Receivabies: 


Gross Balances 

230 784 


216 264 


6 631 983 


7 279 032 

Less: Provision for Impairment 

165 010 


164 849 


6 337 935 


6 667 794 

Net Balances 

65 774 


51 415 


494 046 


611 238 


4.2 ReconcUiation ofthe Provision for Impairment 

Balance at beginning of year 6 833 553 3 626 829 

Impairment Losses recogntsed 2 313 036 3 206 723 

Balance at end of year 

In determining the recoverability of receivables, the municipality has placed strong emphasis on 
verifying the 'tndigenl stalus of consumers. Provision for impairment of Trade Receivables has 
been made for all consumer balances outstanding based on the payment rat'to over 12 monlhs per 
service type No further credit provision is required in excess of the Provision for Impairment. 


Provision for impairment of Trade Recervables has been made lor all consutner balences 
outstanding based on the payment ratio over 12 months per service type. 

4.3 Ageing ofimpaired Tratfe Receivabies from Exchange Trensaetions 


Current: 


0 - 30 Days 

166 769 

165 759 

Past Due: 



31 • 60 Days 

165 580 

165 010 

61 - 90 Oays 

165 179 

164 649 

■f 90 Days 

8 649 060 

6 337 935 


Total 9 146 588 6 833 SS3 
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5 TRADE ANO OTHER RECEIVABLES FROM NON EXCHANGE TRANSACTtONS 



Gross 

Provision for 

Net 


Balances 

Impeirment 

Balances 

AsatSO June 2012 

R 

R 

R 

Assessment Rates Debtors 

26 359 954 

25 661 633 

496 321 

Hall Securities 

39 020 

39 020 

- 

Sundry Oeposrts 

2 769 


2 769 

Sundry Debtors 

41 156 

41 156 

• 

Interest/Penalty Charges 

406 016 

386 725 

20 293 

Total Trade Receivables from Non-exchange Transactions 

26 840 916 

26 327 536 

921 382 


Gross 

Provision for 

Net 


Balances 

Impairment 

Belancea 

As 8t30 June 2011 

R 

R 

R 

Assessment Rates Debtors 

23 491 637 

20 532 224 

2 959 613 

Payments made in Advance 

47 636 


47 636 

Govemment Subsidy Claims 

13 144 913 


13 144 913 

Sundry Debtors 

41 158 

- 

41 158 

Total Trade Receivables from Non^xchange Transactions 

36 729 544 

20 532 224 

16 193 321 


The munidpality does not hold deposits or other secunty tor its Other Trade Recetvables. 


None of the Other Trade Receivades have been pledged as secuhty fbr the municipality's fmancial liabililies. 

The management of the munidpality is ofthe opinion that the carrying valueof Other Trade Recetvables approximate their fair values. 


The fair value of Other Trade Receivables was determinad afler considering the standard terms and conditions of agreements entered 
tnto batween the municipality and National / Provindal Depariments as well as Other Oebtors. The current payment ratio's of Other 
Debtors were also taken into account for teir value determination. 


5 . 1 Ageing of Tndo Receivabl^s from Non-exchange Tnnsact/ons 
Aa at 30 June 2012 





0 - 30 davs 



Gross Balances 

660 466 


457 082 


450 789 


24 771 617 


26 359 954 

Less: Provision for Impairment 

421 476 


414 109 


411 372 


24 614 676 


25 661 633 

Nel Balances 

258 990 


42 973 


39 417 


156 941 


498 321 


Sundry Deposits: 

Gross Balances 

Net Betancea 

Sundry Debtors: 

Gross Balances 

Less; Provision for Impairment 

NetBelancea 


Gross Balances 

Less: Provision for Impairment 

Net Batancea 


Gross Balances 







39 020 1 

1 

39 020 

Less: Provision for Impairment 







1 39 020 


39 020 

Net Balances 





• 




- 








2 769 


2 769 



• 


■ 


2 769 


2 769 












41 156 


41 158 







41 156 


41 158 

• 


- 


- 


. 


. 

fors 





60 636 


56 176 


51 269 


237 917 


406 018 

56 426 


53 963 


49 306 


224 026 


385 725 

2 208 


2 213 


1 983 


13 889 


20 293 


As at 30 June Other Trade Receivables of R260165 were past due but not impaired. The age analysis of these Other Trade Reoeivables 
ara as follmvs: 
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7 BANK, CASH AND CASH EQUIVALENTS 

Bank, Cash and Cash Equivalents 34 559 735 29 624 537 

Total Bank, Caeh and Caah Equivalents 34 559 735 29 624 537 

For the purposes of the Statement of Financial Position and the Cash Flow Statement, Bank, 

Cash end Cash Equivalents include Cash-on-Hand, Cash in Banks and Investments in Money 
Marfcet Instruments, net of outstanding Bank Overdrafts. 


7.1 Currwtt Investment Deposits 
Call Deposrts 

Total Current Inveatment OepoeKs 


The following call deposit accounts for hng fenced purposes as indicated 


Pianning and Survey 

First National 

6216 487 6842 

Service Oelivery Reserve 

First NatioTkal 

6203 325 4723 

Operational Investment 

First National 

6203 945 0715 

Munidpal Support Program (MSP) 

First National 

6203189 8903 

Drought Relief 

First National 

6208 603 6160 

Munidpal Infrastructure Grant (MIG) 

First Netional 

6208 603 6714 

Guarantee Investment 

First National 

6206 874 2157 

Capital Replacement Reserve 

First National 

6206 799 8040 

Testing Centre 

First National 

6209 341 1339 

Dedea Projects 

Flrst National 

6224 528 8411 

Financial Management Grant (FMG) 

First National 

6227 618 7294 

Munisipal System Improvement Grant 

First National 

6227 618 9018 

Oparational Investment 

First National 

6228 856 0925 


7.2 BsnkAcceunts 
Cash in Bank 
Total Bank Accounts 


29 365 014 

29 36S 014 


29 365 014 


404 297 
449 010 
12 774 070 
1 992 290 
403 465 
669 912 
237 703 
5 436 864 
3 339 703 
1 014 575 
1 526 903 
848 953 
267 269 


26 356 205 


26 366 20S 


26 356 205 


560 739 
431 817 
10 671 702 

1 916 473 
388 016 
472 077 
232 289 

5 228 681 
3 211 823 

2 909 383 

45 101 
31 067 
257 035 


5 193 844 3 268 333 

8 193 644 3 268 333 


The Municipality has the following bank accounts; 

Primary Bank Account 

First Nationel Bank - Main Strael, Mount Frare • Account Number S2022183727 


Cash book baiance at beginning of year 

Cash book balance at end of year 

3 268 333 

5 193 844 

2 398 779 

3 268 333 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

3 268 333 
5168 903 

2 253 455 

3 268 333 

The munidpality does not have any overdrawn current account facilities wlth its banker and 
therefore does not incur interest on overdrawn current accounts. Interest is eemed at drfferent 
rates per annum on favourable baiances. 



7.3 Cash anti Cash Bquivalants 



Other Cash Equivalents 

877 

- 

Total Cash on hand In Caah Floats, Advancea and Equivalents 

877 

- 


The municipality did not pledge any of its Cash end Cash Equlvalents as collateral for its financial 
liabilrties. 


No restrictions have been imposed on the munidpelity in terms of the utilisation of its Cash and 
Cash Equivalents. 

The management of the munidpality Is of the opinion that the carrying value of Current tnvestment 
Deposrts, Bank Balances, Cash and Cash Equivalents recorded at amortised cost in the Annual 
Finandal Statements approximate their fair values. 

The fair value cf Current Investment Deposrts, Bank Balances, Cash and Cash Equlvalents was 
determined after considering the standard terms and condltions of agreements entered into 
between the munldpalrty and finandal institutions. 
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8 OPERATING LEASE ASSETS / RECEIVABLES 

Operating Leases ate recognised on the straight-line basis as per the requirement of GRAP 13. 

In respect of Non-cancellable Operating Leases the following assets have been recognieed: 


Balance at beginning of year 

236 703 

295613 

Operating Lease Revenue recorded 

9 407 

13 796 

Operating Lease Revenue effected 

(162 501) 

(72 707) 

Total Operatlng Lease Assets 

83 610 


8.1 Lessing AmngBmBnts 



The MunicipalHy aa Lessor: 

Operating Leases relate to Property owned by the municipality with lease terms of between 2 to 

1Q years, with an option to extend. All operating lease contracts contain market review dauses in 
the event that the lessee exercises rts option to renew. The lessee does not have an option to 
purchase the property at the expiry of the lease period. 



8.2 Amounts recBivBblB under Openting Lbbsbs 



At the Reporting Date the following minimum lease peyments were receivable under Non- 
cancellable Operating Leases for Property, Plant and Equipment, which are receivabte as follows: 




Up to 1 year 

221 819 

925 1 75 

2 to 5 years 

205 203 

379 421 

More than 5 years 

59 599 

107 200 

Total Operating Lease Arrangementa 

486 621 

1 411 796 


The following restrictions (if any) have been imposed by the municipality in terms of the (specify) 
lease agreements; 

(i) The lessee shail not have the right to sublet, cede or assign the whole or any portion of the 
premises let. 

(li) The lessor or its duly authorised agent, representative or sen/ant shall have the hght at all 
reasonable times to inspect the premises let. 

(iii) The lessee shall use the premises let for the sole purpose prescribed in the agreement. 
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» PROPERTY. PLANT ANO EQUIPMENT 
30 JUM 2012 

RacofwWitlon of Carryifto V«lue 
Oeecriptlon 


Cerrylnfl valuee et 01 July 2011 
Cost 

ComptofpciAsseis 
- Under Constrvciion 
'Accumuleted Depreciation: 

Cost 

ReMiuation 
|Acqui$itions 

Capilsl under Construction ' Addltions: 
Cosf 

Increaees /n Reveluation 
Revereals of Impairment Losses 
Oeprec/ation: 

Basedon Cost 

Carrytng value of Tranfers to Held-for-Sale: 
Cost 

Accuinulated Oeprecletion 
BasedonCost 

In^inneni LcAses 

Capital urtder Construction - Compleled 

Carrying valwes at 30 June 2012 

Cost 

Compteted Assets 
Under Consfrucfton 
Accumulated Imoairment Losses 
Accumulaled Oepreciation: 

Cosf 





9 PROPERTY. PLANT AND EQUIPMENT (Continued) 
30Juna 2011 

ReconcHlatlon of Carrylng Value 


Deeerlption 


Land 

and 

BuiitMnga 


Mra- 


atrueture 


Connunity 


MerttaQe 


Ottier 


Totai 


Canying valuee at 01 July 2010 
Cost 

- Com^eled Assets 
• Under Construction 
Correction of error (Note 39) 
Accumulated Deprecistion: 

Cosf 

Acquisitions 

Capital under Construclion - Addltions: 
Cosf 
Addilions 
Oeprecialion: 

Based on Cost 

Carryirtg value of Disposals. 

Cost 

Aca^nulated Depreciation 
- Sased on Cosf 
CapKal under Constructiort - Complated 

Carrying vaiuee at 30 June 201 1 
Cosl 

Compteted Assets 
Under Constrvcbon 
Accumulated Oepreclation: 

Cosf 


R 

M 444 279 


R 

42 971 91« 


R 

95 492 331 


17 71« 


R 

«205 243 


’ ■ <'..■■.■• v..|' iV^- -I 


157 121495 



9 PROPERTY.PLANTANDEQUIPMENT(ContiraMd) 


Refer to Appendices ‘'B, C and E (2)' for more Oetail on Property, Plant and Equipment, including those in the course of constructlon. 
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9 PROPERTY, PLANT ANO EQUIPMENT (ConUnued) 

9.f Ass9is ple<iged BS seeun'ty 

The municipalrty did not pledge any of its assets as security. 

9.2 Chsnge in Estimate • Useful Ufe of Property, Plant and Equipment revlewed 

There was no change in the estimated useful Itfe of various assets of the municipallty for the 
reporting period. 

9.3 Land and Bulldings earried at Fair Value 

The municipality's Land anri Buildings are accounted for according to the cost model and therefore 
no fair value has been determlned. 


10 INTANGIBLE ASSETS 


At Cost less Accumulated Amortlsation and Accumulated Impalrment Losses 


695 144 296 057 


The movement in Intangible Assets is reconciled as follows: 


Carrying values at 01 July 2011 
Cost 

Accumulated Amortisation 
Accumulated Impairment 

Acquisitions: 

Purchased 
Internally Developed 
Wofk-in-Progress at Year-end 
Amortisetion: 

Purchased 
Intemally Developed 

Carrying values at 30 June 2012 
Cost 

Accumulated Revaluation 
Accumulated Amortisation 
Accumulated Impairment Losses 


Carryjng valuea at 01 July 2010 
Cost 

Accumulated Amortisation 
Accumulated Impairment 

Acquisitions: 

Purchased 
Intemally Deveioped 
Work-ln-Progress at Year-end 

Amortisation: 

Purchased 
intemally Developed 

Carrying valuea at 30 June 2011 

Cost 

Accumulated Amortisation 
Accumulated Impairment Losses 


Website 

Computer 

Total 

Development 

Software 


86 400 

211657 

298 057 

66 400 

521 762 

608 182 

: 

(310 126) 

(310 126) 


870 196 

870 196 

- 

870 196 

670 196 

• 

(273 108) 

(273 108) 

• 

(273 108) 

(273 108) 

86 400 

808 744 

695 144 

66 400 

1 391 978 

1 478 378 

- 

(583 234) 

(583 234) 

Website 

Computer 

Total 

Deveiopment 

Software 


. 

218 071 

218 071 

- 

377 060 

377 060 

* 

(156 969) 

(156 989) 

. 

144 722 

144 722 

- 

144 722 

144 722 

66 400 

- 

86 400 

- 

(151 136) 

(151 136) 

- 

(151 136) 

(151 136) 

86 400 

211 657 

298 057 


66 400 

521 782 


606 182 

• 

(310 126) 


(310 126) 

- 

- 


- 


The amortisation expense has been induded in the line item "Depreciation and Amortisation" in the Statement of Ftnancial Performance. 

Ail of the munidpality's Intangible Assets are held under freehold interests and no Intangible Assels had been pledged as security for any 
liabilities of the municipality. 

Amortisation is charged on a streight-line basis over the Intangible Assets' useful Itves. 

Computer Software are issued under license end are restricted to the conditions under which each license are issued. 

Refer to Appendix "B" for more detail on Intangible Assets. 
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10.1 Impairment of IntBngible Assets 

No impairment loBses ^ave been recognised on Intangible Assets of the municipality at the 
reporling date. 


11 fNVESTMENT PROPERTY 


At Cost less Accumuleted Depredation 

14 286 000 

14 266 000 

The movement in tnvestment Property is reconciled as foilows: 

Canying valuea at 1 July 

14 286 000 

14 286 000 

Cost 

1 14 266 000 1 1 

14 266 000 

Carrying valuea at 30 June 

14 266000 

14 286 000 

COBt 

1 14 266 000 1 

14 286 000 

Eatiniated Fair Value of Inveatment Property at 30 June 

14 286 000 

14 286 000 


The investment property consists out of land only and therefore there Is no depreclation. 

All of the municipality's Investment Property ts hetd under freehotd interests and no Investment 
Property had been pledged as security for any liabilities of the municipality. 

There are no restrictions on the realisability of Investment Property or the remittance of revenue 
and proceeds of disposal. 

There are no corttrectuel obligations on Investment Property. 

Refer to Appendix "B" for more detall on Investment Property. 

11.1 Investment Property carried Bt Fsir Value 

The municipality'B Investment Properties are accounted for according to the cost model and 
therefbre rto fair value has been determined. 

11.2 Impairment of Investment Property 

No impairment losses have been recognlsed on Investmen) Property of the municipality at the 
reporting date. 

12 CREOITORS 


Trade Creditors 

7 404 059 

11 04 3 426 

Payments received in Advance 

973 464 

481 526 

Retentions 

346 966 

114 725 

Long Services Awards (Shorl term) 

134 107 

110794 

Sundry Deposits 

40 535 

34 087 

Rental Deposits 

22 703 

22 703 

Other Creditors 

10 966 

235 

Accrued leave 

2 055 302 

1 916 021 

Value Added Tax (Output) 

55 491 

289 917 


Total Creditors li 045 615 14 013 436 


Staff Leave accrue to the staff of the municipality on an annual besis, subject to cartain 
conditions. The provision is an estimate of the amount due at the reporting date. 

10 783 755 13 994 732 

The average credit pariod on purchases is 30 days from the receipt of the invoice, as determined 
by the MFMA, except when the liability ts disputed. No intereat is charged for the first 30 days 
from the date of receipt of the invoice. Thereafter interest is charged in accordance with the credit 
policies of the various individual creditors thet the munictpality deals with. The municipalrty has 
policies in place to ensure that all payables are paid within the credit timeframe. 

261 860 16 703 

The management of the municipelity is of the opinion that the carrying value of Creditors 
approximate their fair values. 

The fair value of Creditors was determined after considering the standard teims and conditions of 
agreements entered into between the municipelity and other perties. 
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13 UNSPENT CONDtnONAL GRANTS AND RECEIPTS 


13.1 Cooditionat Grants from Govemment 1 737 43S 2 016 582 


National Govemment Grants 

1 216 706 


8 608 

Provlncial Govemment Grants 

520 729 


2 007 974 

Tota) Conditlohal Grants and Receipta 

1 737 435 

2 016 582 


The Unspent Conditional Grants and Receipts are invested in investment accounts until utilised. 


See Note 19 for the recondlietion of Grants from Govemment. The Unspent Grants are 
ceshbacked by term deposits. The munidpalrty complied with the conditions attached to alt grants 
received to tne extent of revenue recognised. No grants were withheld. 

Refer to Appendix "P' for more detail on Condrtional Grants. 

14 OPERATING LEASE LIABILITIES / PAYABLES 

Opereling Leases are reoognised on the streight-line basis as per the requirement of GRAP 13. 
No liability existed at 30 June as none of the contracts has any escatalion dauses. 

14.1 LesMing Anangements 

The Municlpality ae Leaaee: 

Operating Leases relate to Equipment with lease terms not longer than 5 years, with no option to 
extend for e further penod. Non o1 the operatir\g lease contracts contein escalation dauses. The 
municipality does not have an option to purchase the leased asset at the expiry of the lease 
period. 


14.2 Amounfs payable under Operating Leases 

At the Reporting Oate the municipality had outstanding commitments under Non-cancellable 
Operating Leeses for Photocopiers which fall due as fottows: 


Other Equipment: 

433 322 

1 052 308 

Up to 1 year 

264915 1 

I 513 945 

2 to 5 years 

168 407 ' 

S38 363 

More than 5 years 

• 1 



Total Operating Lease Arrangements ^__^33J2^ 1052 308 

The munidpatity hes operating lease agreements for the following dasses of equipment, which 
are only signiAcant collectively: 

• Office Equipment 

15 LONG-TERM LIABILITIES 

Finance Lease Liabilitjes 1 255 479 1 546 892 

Sub-total 1 255 479 1 546 89^ 

Less; Cunent Portion iransfened to Current Liabiiities:- 3ie 749 ^1413 

Finance Lease Liebilities 318 749 291 413 

Total Long-term Llabillties (Neither past due, nor impaired) 836 7M 1 255 479 

15.1 Summery of Afrengemeryts 


Finance Lease Liabititias raiates to Vehides with lease terms starting during the 2010/11 finandal year for a period of 5 years. The 
effeciive interast rate is prime rate which was 9% since the inception of the agreements. Capitelised Lease Liebilities are secured over 
the rtems of vehides leased. 

The management of the munidpality is of the opinion that the cerrying value of Long-term Liabilrties recorded at amortised cost in the 
Annual Finandal Statements approximate their fair values. 

The fair value of Long-term Liabilities was detemirxed after considering the standard terms and conditions of agreements entered into 
between the municipality and the relevant finandng institutions. 

Refer to Appendix ”A” for ir^ore detail on Long-term Liabilities. 
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15.2 Obligations under Finance Lease Uabilities 
The Municipality ae Leasee: 

Finance Leases relate to Property, Plant and Equtpment with lease terms not more than 5 years. The effective interest rate on Finance 
Leases is linked to the phme bank rate which was 9% sirvre inception of the agreements. 


The municipality does not have an option to purchase the teased Property, Plant and Equipment at the conclusion of the lease 
agreements. The munlopality’s oPligations under Finance Leases are secured by the lessors' title to the leased assets. 

The obligstions under Finance Leases are a$ follows: 


Minimum Lease Paymenta 


Preeent Value of Minimum Lease 
Payments 


Amounts payable under finance leases: 

Within one year 

In the second to fifth years, inclusive 
Over five years 


2012 

R 


418 807 
1 049 871 


2011 

R 


418 807 
1 466 678 


1 468 678 
213 199 


1546 892 


Less: Future Finance Obligations 

Present Value of Minimum Lease Obiigations 1 255 479 

Less: Amounts due for settlement within 1 2 months (Current Portion) 

Finance Lease Obligations due for settlement after 12 months (Non-current Portion) 

The municipality has finance lease agreements for the following significant classes of assets: 
• Vehicles 

Included in these classes are the following slgnificant leases: 

(i) Vehicles 

• Installments are payable monthly in arrears 

- Average period outstanding 

• Average effective interest rate, based on prime 

- Average monthly Installment 

15.3 Breaeh of Loan Agreement 

The munlcipality did not default on any payment of its Long-term Liabilities. No terms fo 
municipality. 

16 NON-CURRENT PROVISIONS 

Provision fbr Long Service Awards 137 216 

Provision for Rehabilitation of Land-fill Sites 463 365 

Total Non-cuirent Provisions 

The movement In Non-cunent Provisions are reconciled as followe: 

30 June 2012 

Balanoe at beginning of year 
Contributions to provision 
Expenditure incuired 
Reduction due to re*measurement 


1 867 465 
340 593 


Transferto cun-ent provisions 

Balance at end of year 


2012 

2011 

R 

R 

318 749 

291 413 

936 730 

1 255 479 

1 255 479 

1 546 692 

1 255 479 

1 546 892 

(318 749) 

(291 413) 

936 730 

1 255 479 

9 

9 

60 months 

60 months 

9.00% 

9.00% 

R 41 880.70 

R 41 880 70 

ment have been re-negotiaited by the 

584 096 

446 882 

5 542 501 

5 059 136 

6 126 599 

5 506 018 

Long-servlce 

Awards 

Land-fill Sttes 

R 

R 

557 676 

5 059 136 

161 134 

483 365 

(70 340) 

- 

49 735 

■ 

718 205 

5 542 501 

(134 107) 

- 

564 098 

5 542 501 
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Long-service 

Awards 

Land-fill Sitee 


R 

R 

30June2011 



Balance at beginning of year 

403 770 

4 617 926 

Contributions to provision 

1 75 024 

- 

Increase due to discounting 

- 

441 210 

Reduction due to re-measurement 

(21 118) 

• 


557 676 

5 059 136 

Transfer to current provisions 

(110 794) 

- 

Balance at end of year 

446 882 

6 099 138 


(n tdrms of the licencing ofthe landlill refuse sites, the municipalrty will incur rehabllitation costs of R 5.54 million to restore the sites at the 
end of its useful lifes, esiimated to be between 16 and 19 years. Provision has been made for the net present valueof this cost, using the 
the average cost of bonowing interest rate. 

16.1 Long Senfiee Awards 

A long-service award is granted to municipal employees after the completion of fixed periods of continuous service with the Munidpality. 
The provision represents an estimaton of the awards to which employees in the service of the Municipality may become entitled to tn 
future, based on an actuarial valuation perfbrmed. 

The most recent actuarial valuations of plan assets and the present value of the defined bar^fit obligation were canied out at 30 June 
2012 by Mr C Weiss, Fellow of the Actuarial Society of South Africa. The present value of the defined benefit obligation, and the releted 
current service cost and past service cost, were measured using the Projected Unit Credit Method. 

At year end 119 employees were eligible for Long-services Awards. 

The Current-service Cost for the year ending 30 June 2012 is estimated to be R141506, whereas the cost for the ensuing year is 
estimated to be R171 666 (2011: R13362e). 


2012 2011 

R R 


The principal assumptions used for the purposes of the aetuarial vatuations were as 
foilows: 

Discount Rate 

6.42% 

9.08% 

(^t Inflation Rate 

6.24% 

S.41% 

Net Effective Oiscount Rate 

0.17% 

2.51% 

Expected Retum on Plan Assets 

6.24% 

641% 

Expected Rate of $alary IrKrease 

6.24% 

6.41% 

Expected Retirement Age - Females 

58 

56 

Expected Retiremenl Age • Males 

56 

58 


Movements in the present value of the Defined Benefit Obligation were as follows; 


Balance at the baginning of the year 

557 676 

506 297 

Current service costs 

141 506 

133 628 

Interest cost 

39 626 

41 396 

Benefits paid 

(70 340) 

(102 527) 

Actuarial losses / (gains) 


(21 118) 

Preaent Value of Fund Obligation at the end of the Year 

666 470 

S57 676 

Actuarial losses / (gains) unrecognised 

49 735 

- 

Total Recognised BeneTit Liability 

718 205 

557 676 

Total Beneflt LiabNlty 

718 205 

557 676 

The amounts recognised in the Statement of Financial Performance are as follows: 

Current service cost 

141 506 

133 626 

Interest cost 

39 626 

41 396 

Expense included in Employee Retatod and Finance Cost 

The history of experienced adjustmenta Is as follows: 

181 134 

179 024 


2012 2 011 2010 2009 2008 

R R R R R 


Present Value of Oefined Benefit 
Obligation 


718 205 


557 676 


506 297 


374 571 
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16.2 Rehabilitation of Land-fill Sites 

In terms of the licencing of the landfll refuse sttes, the municipelity will incur rehabilitation costs of R 5.542501 million to reslote the sites 
at the end of its useful lifes, estimated to be between 16 and 19 years. Provision has been made for the net present value of this cost, 
using the the average cost of borrowing inlerest rate. 


17 ACCUMUUTED SURPLUS 

The Aecumuiated Surplus consiets of the following Intemal Funds and Reserves: 

Capital Replacement Reserve (CRR) 5 014 475 $ 014 475 

Capital Contributions from Government 229112 690 215036664 

Accumulated Surplus / (Defidt) due to the resutts of Operations 11 311 054 26305505 

Total Accumulated Surplus 

Accumulated Surplus has been restated to correctly classify amounts held by the munictpality as indicated below. Refer to Note 34 on 
‘Correclion of Errors' for deteils of the restatements. 

The Caprtal Replacement Reserve is a reserve to fnance future capital expenditure arxt is fully invested in nng-fenced Financial 
Instrument Investments. 

The Capital Contributlorts from Government equals the carrying vaiue of the items of property, plant and equipment fnanced from 
government grants. The Government Conthbutions ensures consumer equity and is not backed by cash. 

18 PROPERTY RATES 



Property Valuations 

Actual Levies 


July 2012 

Juty2011 




ROOO's 

ROOO's 



Residential 

264 190 000 

260 960 500 

3 605 355 

3 466 976 

Commercial 

271 431 000 

245 779 500 

3 819 779 

2 704 546 

State 

276 981 008 

106 698 500 

1 669 336 

1 196 113 

Total Property Rates 

832 602 008 

615 456 $00 

9114470 

7 367 638 


Property Rates are ievied on the value of land and improvements, whlch valuation is performed every four years. The last valuation came 
into effect on 1 July 2009. 

Interim valuations are processed on an continuous basis to take into account changes in individual property values due to alterations and 
subdivisions. 

An general rate is applied as follow'S to property vafuations to determine properfy rates: 

Residentiel Properfies: 0,6427 c/R (201 0/111,1 c/R) 

Business Properties: 1 ,6654 c/R (20 10/11: 1,3 c/R) 

Rates are levied monthly on property owr^ers and are payable the 7th of each month. Property ownars can request that the fuii amount for 
the year be raised in July in which case the amount has to be paid by 30 September. Interest is levied at a rate deteimined by council on 
outstanding rates amounts 

19 GOVERNMENT GRANTS AND SUBSIDIES 

National Equitable Share 92 326 000 71 442 307 

Other Subsidies 150 000 3 500 000 

Operational Grants 92 476 000 74 942 307 


CortdKionat Granta 22 550 234 60 177 836 


National: Equitable Share 

- 


- 

National: FMG 

1 456 515 


1 016 304 

National: MIG 

18 005 133 


35 403 053 

National: MSIG 

665 072 


1 665 001 

National: Public Works 

436 266 


- 

National: Minerals and Energy 

- 


20 000 000 

Provincial: DEAT 

1 987 245 


2 093 481 


Total Govemment Grants and Subsidies 

115 026 234 

138 120 14S 

Attributable to: 



Continuing Operations 

115 026 234 

135 120 145 


115 026 234 13S12014S 


UMZIMVUBU LOCAL MUNICIPALITY 


2012 2 011 
R R 


Operationai Grants: 


19.1 NtOontl: Equitabie Shan 

In terms of the Constitution, pert of this grant is used to subsidise the provision of basrc services 
to indigent communrty members on application. Households whera the total gross monthly income 
of all oocupents over 18 years of age does not exceed the eaming of a combined gross income 
equivalent to or less than tvto times Ihe Govemrrtent pension grant as prescribed by the National 
Oepartment of Sodal Oevelopment , qualify for a subsidy of the essential servtces package 


19.2 Netional: klunleipal Election Suppoft 

The Municipality received an amount of R3 500 000 from the Departmervt of Local Govemment, 
Housing and Tradriionai Affairs fbr the tunding of operations and preparations necessary with the 
Municipal Election heid in May 2011 

19.3 Nahonal: Communlty Based Planning 

The Municipality recaived an amount of R150 000 from the Department of Cooperative 
Govemment and Traditional Affairs for assistance rn the data collection of community needs to be 
used as basis for future ptanning. 

Condltional Grants: 

19.4 NaOonal: FNG Grant 

Balence unspant at beginning of year 

Current year receipts 

Conditions met - transfened to Revenue 

Conditions still to be met - transferred to Liabilities (see Nole 13} 

The Financial Management Grant is paid by National Treasury to municipalities to help implement 
the financial management reforms required by the Municipal Finance Management Aa (MFIiVV), 
2003 Nofundshavebeenwithheld. 

19.5 National: miG Funds 

Balance unspent at begirming of year 

Current year receipts 

Conditions met - transferred to Revenue 

Conditions still to be met - transferred to Liabilrties (see Note 13) 

The Municipal Infrastructure Grant (MIG} was allocated for mainly the construction of roads. No 
funds have been withheld. 

The MIG Grant was overspend st 30 June 2011 due to National Treasury changed the time of 
payment from the National Govemment Financial Year to the Municipal Finsncial Year. I.e. from 
March 2011 to June 2011. The R13 144 913 was shown as a debtor "Govemment Grants and 
Subsidies" 

19.6 National: MSIG Funds 

Balence unspent a1 beginntng of year 

Current year receipts 

Conditions met • transferred to Revenue 

Cooditions still to be met • transferred to Liabilities (see Note 13) 

The Municipal Systems Improvement Grant is allocated to municipalities to assist in building in- 
house capacity to perform their functions and to improve and stabilise municipal systems. No 
funds have been withheld. 

19.7 Natlonal: Department Public Wortcs 

Sslance unspent at beginning of year 

Cument year receipts 

Conditions met • trsnsfemed to Revenue 

Conditions still to be met • transferred to Liabilities (see Note 13} 


92 326 000 71 442 307 



3 SOO 000 

150 000 



6 518 

(177 178} 

1 450 000 

1 200 000 

(1 456 518} 

(1 016 304} 

0 

6 518 


(13 144 913) 

5 319 140 

31 157 000 

16 939 000 

(18 005 133) 

(35 403 053) 

6 954 

(13 144 913) 


2 090 

667 091 

790 000 

1 000 000 

(665 072) 

(1 665 001} 

127 016 

2 090 

1 519 000 


(436 266} 


1 082 734 

- 


This grant was used fbr the oparation and maintervartce of sevireraoe and water schemes 
transferred from DWAF to the municipality, the refurbishment of water infrastructure and the 
payment of salaries of staff transferred from DWAF. No funds have been withheld. 
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19.8 National: Department Uinerals and Bnergy (DUE) 

Baiance unspent at beginning of year 

Current year receipts 

Conditions met - transfened to Revenue 

Conditions stiil to be met - transferred to Liabilities (see Note 13) 

The grant was received fron) the Department of Mineral and Energy to be paid to Eskom for the 
upgrading of electrical installations within the greater municipal area. Eskom is the Eiectricity 
Service Provider In the area. 

19.9 Prov/nc/e/: Dcpartment Economlc Affalrs and Trade (I^AT) 

Balance unspent at beginning of year 

Cunent year receipts 

Conditions met - trensferred to Revenue 

Condttions stlll to be met • transferred to Liabilrties (see Note 13) 

This grant was received to assist in local economlc development and the promolion of tourlsm. 
No funds have been withheld. 


20 PUBLIC CONTRIBUTiONS AND DONATiONS 

Conditional Contributions: 

Unconditional Contributions 
Other Oonations 

Totai Public Contributions and Oonations 

21 SERVICE CHAROES 

Refuse Removal 
Total Service Charges 

The amounts disdosed above for revenue from Service Charges are in respect of services 
rendered which are billed to the consumers on a monthly basis according to approved tariffs. 


22 RENTAL OF FACILITIES AND EQUIPMENT 

Operating Lease Rentei Revenue: 

• Other Rental Revenue 
Rental Revenue from Amenities 
Rental Revenue trom Buildings 
Rental Revenue from Halls 
Rental Revenue fTom Land 

Total Rental of Facilities and Equlpment 


Rental revenue earned on Facilities and Equipment is in respect of Non-ftnancial Assets rented 
out. 

23 INTEREST EARNEO 

Extemai Investments: 

Bank Account 
Investments 


Outstanding Oebtors: 

Outstanding Billing Debtors 


Total Intereet Eamed 

Interest Eamed on Financial Assets, analysed by category of asset, is as follows: 

Avaliable-for-Sale Financial Assets 
Loans end Receivables 


2012 

2 011 

R 

R 



20 000 000 

- 

(20 000 000 ) 


- 


2 007 974 

4 101 454 

500 000 

. 

(1 987 245) 

(2 093 461) 

520 729 

2 007 974 


10 000 

. 

2 200 

- 

12 200 

- 


2 006 595 

1 781 184 

2 006 595 

1 761 164 


• 

631 052 

13 242 

- 

716 446 

(0) 

73 929 

132 834 

- 

1 316 

803 617 

965 203 


82 962 

- 

2 045 011 

3 362 168 

2 127 973 

3 362 168 


427 813 

964 073 

427 813 

984 073 


2 555 785 

4 346 241 


2 127 973 

3 362 1 68 

427 813 

984 073 

2 555 785 

4 346 241 
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24 OTHERREVENUE 


Awards 

500 000 

. 

Pound Fees 

455 842 

331 755 

Electricity (Office Rentsl) 

293 842 

- 

Clearance Certrficate 

53 

. 

Advertising 

150 785 

60 695 

Building Plan Fees 

140 346 

72 717 

Funeral Plot Fees 

10 385 

8 029 

Parking Meters 

- 

2 162 

LGSeta 

269 217 

51 669 

SalesrWood 

882 

146 

Tender Fees 

244 614 

249 817 

Tounsm 

439 

. 

Other Income 

. 

291 667 

Insurance Claims 

- 

13 866 

Resxiing Certificate 

833 

. 

Flea Market 

193 

. 

Cleaning: Builder Ruble 

18 

. 

Instfuctors Sertrficate 

345 

. 

Towir>g Fees 

15 351 

. 

SG Oiagrams 

790 

- 

Total Other Revenue 

2 083 734 

1 082 744 

Other Revenue have been restated to correctly classify revenue to be included in the category of 

Other Revenue. Refer to Note 39.1 on Xorrection of Error” for details of the restatement 

The amounts disclosed above for Other Revenue are in respect of services, other than described 
in Notes 18 to 23. rendered which are billed to or paid for by the users as the services are 
required accordirtg to approved tariffe 

25 EMPLOYEE RELATED COSTS 

Employee Related Costs • Salaries and Wages 

22 738 103 

22 677 541 

Employee Related Costs - Contributions for UIF, Pensions and Medical Aids 

5 704 1 62 

3 819 799 

Travel, Motor Car, Accommodation, Subsistence and Other Allowances 

3 669 717 

3 974 609 

Housing Benefits and Allowances 

1 489 611 

1 206 112 

Performance Bonuses 

317 429 

- 

Total Employee Reiated Costs ~ 

33 919 023 

31 677 961 

No advancas were made to employees. 

Remuneration of Section 57 Employeee: 

Remuneration of tfie Municipal Manager 

Annual Remuneration 

771 629 

617 939 

Performance Bonus 

66 547 

. 

Car and Other Allowances 

311 929 

231 716 

Company Contrlbutlons to UIF, Medical and Pension Funds 

11 403 

10 064 

Total 

1 161 508 

859 739 

Remuneration of tfie Chief Financial Officer 

Annual Remuneration 

560 000 

465 775 

Performance Bonus 

28 663 

. 

Car and Other Allowances 

Company Contributlons to UIF, Medical and Pension Funds 

257 360 

196 714 

8 440 

Total 

846 023 

670 929 

Remuneration of the Manager: Community Setvices 

Annual Remuneration 

506 708 

465 772 

Car and Other Allowances 

Company Contributions to UIF, Medtcal and Penslon Funds 

272 294 

246 172 

8 174 

Total __ 

779 003 

720 118 

Remuneration of ttte Manager: Corporafe Servrces 

Annual Remuneration 

533 313 

465 773 

Performence Bonus 

35 829 

50 034 

Car and Other Allowances 

Company Contributions to UIF, Medical and Pension Funds 

246 352 

220 586 

8 924 


Total 815 494 745 316 
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Remunantion of tfia Msnsger: Loesl Eeonomic Development 

Annual Remuneration 

85 653 

465 772 

Perlbrmanoe Bonus 


. 

Car and Other Allowances 

15 879 

253 466 

Company Contributions to UIF, Medical and Pension Funds 


6 392 

Total 

101 533 

727 649 

Remunerstion of tfie Mansger Infrsstrueture sndPlanning 

Annual Remuneration 

506 206 

465 772 

Perlbrmance Bonus 

14 331 

30 300 

Car and Other Allowances 

294 563 

246 1 72 

Company Contrtbutions to UIF, Medical and Pension Funds 


8 627 

ToUI 

817 100 

750 671 

Remuneration ofthe Msnager: Chief Opentions OfEeer 

Annual Remuneration 

562 496 

465 775 

Perlbrmance Bonus 

7 166 

. 

Car and Other Allowances 

214 314 

205 273 

Company Contributions to UIF, Medcal and Pension Funds 


6 046 

Total 

783 976 

679 095 


No compensation was payabie to key management personnel in terms of lAS 19 as at 30 June. 


26 REMUNERATION OF COUNCILLORS 


Mayor 

611 895 

564 011 

Speaker 

346 445 

443 056 

Executive Commrttee Members 

3 300 956 

2 599 432 

Councillors 

8 421 566 

7 509 467 

Other Allowances (Cellular Phones. Housing, Transport, etc) 

432 568 

273 127 

Total Councillors' Remuneration 

For details per Councillor see Annexure G 

In-kind Benefits 

Councillors may utilise official Cour>cil transportation when engaged in offidal duties. 

The Mayor had the use of a residence of which Coundl paid the monthly rental. 

The Mayor had an offidal office and car 

13 113 451 

11 389 093 

27 DEPRECIATION AND AMORTISATION 

Depredation: Property, Plant and Equipment 

28 907 708 

23 142 979 

Anwrtisation: Intangible Assets 

273 108 

151 136 

Total Depreciation and Amortlsatlon 

29 180 816 

23 294115 


26 IMPAIRMENT LOSSES 


2$.1 Impairmtnt Loeses on Fixed Assets 


Impairment Losses Recognised: 

94 976 

139 760 

Property, Plant and Equipment 

1 94 976 1 

1 139 760 


94 976 

139 760 

28.2 Impairment Losses on Finaneisl Assets 



Impairment Losses Recognised: 

7 662 634 

9 076 234 

Consumer Oebtors 

2 313 036 

3 206 723 

Other Oebtors 

5 795 312 

6 508 745 

Minus impairment of VAT Debtors (Not an expense to entity) 

1 (445 514) 

(639 235) 


^^^76628^ 9 076 234 

Total ImpairmentLosses 7 757 810 9 215 993 
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29 FINANCECOSTS 

The municipality did not incur any Finance Cost. 


Bank Overdraft 

. 

. 

Creditors Overdue 

13 645 

559 952 

Finance Leases 

127 394 

77 727 

Provisions - Landfill /LS Awards 

522 993 

407 248 

Total Intereet Paid on Extemal Borrowirtge ~ 

664 232 

1 044 926 

30 CONTRACTED SERVICES 

tntemal Audit 

667 166 

160 256 

Total Contracted Sefvicee 

667 186 


ContfBCted Services have been restated to correctly classify expenditure previously Induded in 
(^rteral Expenditure. 

Refer to Note 34 on Correction of Error for details of the restatement. 

31 GRANTS AND SUBSIDIES PAID 

Indigent Support 

479 364 

622 913 

Free Basic Services 

931 962 

1 551 073 

Fencing 

1 961 500 

- 

Pauper Burials 

• 

641 

Total Grants and Subsidiee 

34 800 

3 407 646 

2 174 827 


Furthermore. Grants and Subsidies Paid have been restated to correctly ciassify expenditure 
incurred for Grants and Subsldies Paid, previously induded in General Expenses 


Refer to Note 34 on Correction of Eror for details of the restatement. 

Free Basic Servicee and Indigent Support are in respect of providing basic service levels to 
indigent households. 

Pauper Burials is paid to assist indigent community members in paying for burial services. 

32 GENERAJ. EXPENSES 

Included in General Expenses are the following: 


Cleaning Services 
Extention 3 Mount Ayliff 
Performance Management System 
Subsistance and Travelling 
Subsistance and Travelling 
Unlfbrms & Protective Clothing 
Audit Fees 
Advertising Fees 
Ammunition 
6ank Charges 
Books & Publications 
6rar>ding & Marketing 
BuraarSes (Scarce Skills) 

Bursaries (Intemal) 

Career Exhibition 

Catering 

Catering 

Communication Strategy 
Community Radio Support 
Conference Fees 
Employment Equity Programmes 
Employee Relations Programmes 
ConsuHant & Professional Fees 
Consumeabtes & Beverages 
Consumables & Beverages 
Customer Care 
Disaster Managerrtent Plan 
EAP 

Electridty and Water Purchases 
Entertairtment 


860 003 

744 667 

123 395 

- 

- 

19 775 

106 634 

2 973 885 

3 638 497 

- 

265 337 

667 141 

3 281 634 

2411 513 

573 350 

448 677 

280 

155 767 

242 501 

169 071 

51 403 

70137 

436 227 

402 533 

194 636 

162 202 

234 230 

- 

172 724 

- 

5 831 

537 293 

573 575 

. 

78 717 

- 

- 

234 811 

71 183 

203 858 

49 850 

. 

43 713 

. 

2 086 253 

3 228 926 

- 

36611 

38 798 

. 

57 306 

2 933 

92 413 

165 360 

- 

27 400 

697 730 

361 556 

AX A7A 
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Events & Programs 
Outreac^ Program 
Food for Waste 
Qaxetting Bylaws Project 
Heatth and Safety 
ICT Licensing 
HIV/AIDS 

Intergovemmental Relations (IGR) 

Induction Program 

Insurance: Extemal 

Intemal Audit Committee 

Legal Fees 

Kteterial & Stores 

Membership fees 

Payday Licencing and Support 

Policy Roll out PfOQramme 

Office Rental 

ICT Licensing (Bulk) 

Postage 

Pound Fees 

Printing & Stationery 

Promotiorral Material 

Induction Programme 

Speed Enfbrcement 

Integrated Development Plan (IDP) 

Agrarian Reform 

Recruitment Activities 

Environmental Management 

Investment Promotion 

SMME Deveiopment 

SMME Extemal 

Forestry Development 

Public Safety 

Human Resources 

Ratapeyers Incentive 

Refuse Begs & Bins 

Security Costs 

Small Towns Revilitisetion 

SPU Programs 

Strategic Planning 

Strategic Support and Ind 

Sundry Expenses 

Survey and Planning 

System Rental 

Tetephone 

Treining Extemal 

Fual & Oil 

Fleet Rental Services 
Fleet Rental Sarvices 
Ward Commrttees 
Equ'pment Rental 
Medicine for Pound 
Drivers Ucence Cards 
Trsnslation of Policies 
Year End Function 
Finandal Systems 
Tourism 

Community raido support 
Annual Report 
ICT Infrestructure 
ICT Support 
Communrty Facilities 
Sports, Arts and Culture 
Waste Management 
Bandibanise : Formalization 
Urban Renewal 
IDP Out Reach 
Strategic Planning 
Batho Pele Programmes 
Building Control Awareness 
Impect Assessment 
Pound Fees 

Performance Management System 
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1 148 703 

286 073 

251 803 

- 

736 267 

• 

. 

29 675 

- 

23 724 

. 

51 338 

36 526 

174 056 

131 680 

13 651 

5 820 

. 

712 547 

769 548 

839 512 

951 175 

749 281 

633 366 

32 444 

19 138 

48 422 

306 506 

- 

26 901 

. 

24 128 

. 

114 948 

318 132 

(117 294) 

3 730 

1 424 

- 

36 305 

1 001 094 

913217 

191 675 

654 291 

. 

1 439 

- 

60149 

- 

186 954 

1 103 368 

306 831 

89 188 

225160 

262 565 

412 105 

164 773 

181 974 

110 728 

642 857 

91 836 

- 

195 360 

242 498 

397 631 

101 630 

- 

14 561 

- 

900 

496 000 

727 155 

2 761 141 

1 848 566 

223 086 

- 

539 238 

473 652 

608 492 

167 932 

817 041 

- 

190 

1 422 

294 043 

(6 506) 

. 

11 075 

2417660 

2 641 131 

1 119 492 

844 061 

1 276 442 

852 104 

• 

729 747 

467 950 

- 

1 344 123 

341 762 

306 554 

305 380 

. 

12 859 

. 

71 295 

- 

69193 

147 966 

131 446 

17 666 

552 392 

198 217 

565 494 

79 668 

. 

168 000 

240 927 

192 341 

414 924 

113 163 

. 

. 

325 096 

274 459 

- 

0 

1 064 577 

200 768 

- 

267 972 

- 

183 785 

- 

69 859 

- 

177 303 

- 

248 000 

• 

25 100 

- 

27 292 

- 

54 488 

. 
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Training Extemal 
Tourism 
Public Safety 
Ratepayers Incentrve 

Total General Expenses 
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2 875 
2 075 
12 630 
140 000 

37 976 57S~ 33 646 6W 


General Bcpenses riave been restated to correctly dassify expenditure incurred for Contrcted 
Services and Grants and Subsldies Paid. 

Refar to Note 34 on Correction of Error for details of the restatement. 


The amounts disclosed above for Other General Expenses are in respect of costs incurred in the 
general management of the municipality and rwt direct attributable to a specific service or dass of 
expanse. 


No extra-ordina 7 expenses were incurred. 
33 Govemment Grairts (Conditional) 


The followinQ ooeratinQ exoendture were financed bv the orants as Jpdicated: 

Municipal Systems Improvement Grant (MSIG) 

763 728 

1 582 335 

Finandal Martagement Grant (FMG) 

1 500 723 

932 361 

Municipal Infrastructure Grant(MIG/PMU) 

. 

19 186 

Electrification (DME) 

- 

17 354 028 

Department Education and Training (DEAT) 

1 627 570 

1 863 126 

Extended Public Works Program (EPWP) 

436 266 

- 


4 326 286 

21 751 036 


The MSIG is used for capadty building of Counclllors, Ward Comrnittee seating allowance and Implifnentation of the MPRA 
The FMG is used for selaries of the finandal interns, staff capasrtation and the improvement of systems 
The MIG amount is operational cost re the Project Management Unit. 

The DME grant was paid over to Eskom who is rasponsible for the electrification and connections in the area. 

The DEAT grant i$ used for environmental impact assessments and project management 
EPWP grant is utilised for cleaning up operations in the municipal area. 

34 CORRECTION OF ERROR 

34.1 Corrections were made and appropriated to the Accumulated Surplus Account during 
the financial yaars ended 30 June 2010 and 30 June 2011 


Appropriations are summarised as follows: 

Receivables from Exchange Transactions 

Receivables from Non-exchange Transactions 

VAT Receivable 

Operating Lease Assets 

Property, Plant and Equipment 

Payables 

Non-current Provisions 

Increase / (Decrease) in Accumulated Surplus Account 


34.2 Reclassifieation of Revenue 2009/10 

Property Rates 
Flnes 

Licences and Permrts 
Income from Agency Services 
Govemment Grants and Subsidies Received 
Service Charges 

Rental of Facilities and Equipment 
interest Eamed • Extemal Investments 
Interest Eamed • Outstanding Oebtors 
Other Income 

Detail : None. 

Property Rates 

Rates raised on school proparties previously not on valuation roll for the 
2009/10 financial year. 


1 2011 

2010 1 

-7 076 859 


914 489 

632 943 

7 365 723 

- 

•15 565 

36 753 

-231 351 

12 171 763 

8 636 

. 

-197 864 

-827 185 

767 209 

12 014 275 


1 AFS 

RESTATED 

AOJUSTMENT 1 

10 022 451 

10 655 395 

-632 943 

144 257 

144 257 

. 

3 320 173 

3 320 173 

. 

1 259 837 

1 259 837 

. 

79 250 843 

79 250 643 

- 

1 231 001 

1 231 001 

. 

1 216 694 

1 253 648 

-36 753 

4 388 311 

4 386 311 

. 

1 362 454 

1 362 454 

. 

1 409 515 

1 409 515 

. 

103 605 735 

104 275 432 

-669 697 


632 943 


632 943 


55 
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Rental of Fadlities and EouiDment 

The rental agreement with Primedia re adverlising signs have not previously 
been treated es en Opereting Lease. Hence no straight-lining of rentel has 

been eccounled for. 36 753 


36753 


34.3 ReclaaaKication of Revenue • 2010/11 

1 AFS 

RESTATED 

AOJUSTMENT ; 

Properly Rates 

6 453 366 

7 367 638 

-914 252 

Fines 

464 511 

464 511 

. 

Licences and Permits 

6 502 

2 237 181 

•2 23 0 679 

Income from Agency Servicea 

3 502 369 

1 271 690 

2 230 679 

Govemment Grants and Subsidies Received 

135 120 145 

135 120 145 

. 

Sen/ice Charges 

1 781 184 

1 781 184 

. 

Rental of Facilitiea and Equipment 

980 766 

965 203 

15 565 

Interest Eamed • Extemal tnvestments 

3 362 168 

3 362 168 

. 

Interest Eamed - Outstartding Oebtors 

984 073 

964 073 

. 

Other Income 

1 082 744 

1 082 744 

. 

Profit on Sale of Land;- 

344 123 

344 123 

- 


154 081 972 1 54 680 658 -698 666 

Oetail ; ' ' 

ProoertvRat^ 

Rates raised on school properlies pre viousfy not on valuation rol for Ihe 9 1 4 252 


914 252 

Lieenees and Permits 

Revenue from “Drivers Licenses" praviously incorreclly with ''lncome from Agency Services” 

2 230 679 


Income from Aaencv Sefvices ~ 

Revenue frD/n “Drivers Licenses'' praviously incorredly wHh ’/nco/ne frD/n ^ffency Serv/ces'’ 

-2 230 679 


Rental of Facilities and EQuiPfnent — — = 

The reniaf agreement wilh Primedie re adverlising signs have nol previous/y been trealed as an 

Opereting Leese. Hence no straight-lining of rental has been accounted for. 15 555 


15 565 


34.4 Reclassification of Expenditure 2009/10 

1 AFS 

RESTATED 

ADJUSTMENT 

Employee Related Costs 

24 316 614 

24 316 814 

. 

Remuneration of Coundllors 

9 315 600 

9 315 600 

. 

Depreciation and Amorlisation 

19 173 767 

19 173 767 

. 

Impairment Losses 

7 707 016 

7 707 016 

. 

Repairs and Maintenance 

7 566 626 

7 568 626 

- 

Finence Costs 

1 087 742 

1 914 927 

-827 185 

Grants and Subsidies Paid 

319 641 

319 641 

. 

Gerteral Expenses 

27 794 526 

27 794 526 

. 

Govemment Grants (Conditional) 

1 502 338 

1 502 338 

- 


^^^^_J961|2M -627 165 

Detait ; ==5*^=^= =^^0== 

Finance Costs 

Interest on Provision for the rahabilitation ot Landfill SHes recalculated per 

IGRAP2 827 185 


627 185 


34.5 Reclaeeification of Expenditure - 2010/11 | AFS RESTATED ADJUSTMENT 


Employee Related Costs 

31 699 079 

31 677 961 

21 118 

Remuneration of Courv^illors 

1 1 389 093 

1 1 389 093 

. 

Depreciation ertd Amorlisation 

23 294 149 

23 294 115 

33 

Impairment Losses 

9 215 993 

9 215 993 

- 

Repairs and Maintenance 

5 234 029 

5 218 481 

15548 

Finance Costs 

634 248 

1 044 926 

-410 677 

Contracted Services 

- 

160 256 

'160 256 

Grants artd Subsidies Paid 

- 

2 174 827 

-2 174 827 

General Expenses 

36 154 323 

33 646 675 

2 507 646 

Govemrrtent Grants (Conditional) 

21 820 972 

21 751 036 

69 936 

Loss on Disposal of Property, Plant and Equipment 

382 561 

382 561 

- 


UMZIMVUBU LOCAL MUNICIPALITY 


2012 2 011 
R R 


Detail: 

Emptotfee Related Cosls 

Long Sofvices Award disctosure was based on estimetes and exciudes the 
Actueriel Losses fmm the final report. The short term portion in the final 
repotl were also less. 


-21 116 

nftpmftiation and AmQrtisation 

Deprecietion on Landfill Sites written down reversed. 33 


Reoflirs and Maintenanee 

OedflofS reised menually was duplicated 

Creditor transactions not pari of the lina'i that balartca on which tha annual 
finandal statements were done. 


Interest on Provision for the rehebilitation cf Landfill Sites recalculeted per 
IGRAP2 


Creditor ttBnsactions not part of the final thal balence on which the annual 
financial statements were done. 


Intemal audit services moved from "General Bxpenses" to Confrecfed 
Services'. Service rendered on contrect by Price IVafe/house Cooper 


-112 987 
97 439 
•15 546 


407 246 

3 431 
410 677 


160 256 


160 256 

Grants and Subsldies_eaid ==^— _ 

The foltowing Items was previously incorrectly included with “General Expenses' 

• Indigent Support 622 913 

- Free Basic Services 1 551 073 

- Pauper Beurials 641 


General Expenses 

Creditors raised menually was duplicated ^41 976 

The following Items wes prevtousty incomecfiy included with "General Expenses" 

■ indigent Support -622 913 

- Free Basic Services -1 551 073 

- Pauper Baurials -64 1 

Intemal audit sarvices moved from ’Generel Expenses" lo Contractad 

Services". Service randered on confracf by Phce Waterhouse Cooper 

Creditor transactions not part of the final trial balance on which the annual 

financial statements were done ac-q . 1 1 


•2 507 646 

Govemment Grants fConditionan 

Creditors reised manually was duplicated -73 64 1 

Creditor transactions not part of the final trial balance on which the annual 

financial statements were done. 3 705 


-69 936 


34.6 Reclaeificetion of Statament of Einancial Position ; 30 June 2010 

AES 

RESTATED 

ADJUSTMENT 

Inventory 

336 465 

338 465 


Receivables from Exchange Transactions 

3 533 505 

3 533 505 

. 

Receivables from Non-exchenge Transactions 

4 147 168 

4 780 112 

-632 943 

Bank. Cash and Cash Equivalents 

80 699 141 

80 699 141 

. 

OperBtir>g Leesa Assets 

256 860 

295 613 

•36 753 

Property, Plant and Equipment 

145 181 074 

157 352 837 

-12 171 763 

Intangible Assets 

218 071 

218 071 

- 

Investment Property 

14 266 000 

14 286 000 

. 

Peyables 

15 239 431 

15 239 431 

. 

Unspent Conditiot>al Grants and Receipts 

9 910 507 

9 910 507 

. 

Non-current Provisions 

4 1 94 511 

5 021 696 

-827 185 


219 317 835 

231 332 110 

-13668 645 


632 943 


Oataiis : 

Rflceivabies from Non-exchafv;ie Transacttons 

Retes raised on school properties previously not on veluelion roll forihe 2009/10 finencial yeer 


632 943 
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nnflratino Lease A&sefs 

The rental agreemenl with Primedie re advertising signs have not previousty been treated as an 

Operating Lease. Hence no eccounting for an opereting lease asset. 36 753 


36 753 

PrQpertv. Plant and Eourpment ~ 

37 Erven was on the Asset Register at R1 per property. These were restated at its fair value. 12 171 763 


12 171 763 

Non^rrent PrQvtsions 

Provision for the rehabilitation of Landfill Sites recalculated per IGRAP 2 827 1 85 


527 155 


34.7 Reclesificatlon of Statement of Financlal PositJon : 30 June 2011 

AFS 

RESTATEO 

ADJUSTMENT 

Inventory 

354 276 

354 276 

. 

Receivables from Exchange Transactions 

7 705 205 

626 346 

7 076 869 

Receivables from Non-exchange Transactions 

14 645 691 

15 560 360 

•914 469 

VAT Receivable 

- 

7 366 723 

-7 365 723 

Bank, Cash and Cash Equivalents 

29 624 537 

29 624 537 

. 

Operating Lease Assets 

215 515 

199 950 

15 665 

Property, Plant and Equipment 

186 512 395 

188 261 045 

231 361 

Intartgible Assets 

266 057 

298 057 

. 

Investment Property 

14 266 000 

14 286 000 

- 

Payables 

14 022 074 

14 013439 

8 636 

Unspent Cortditiortal Grants and Receipts 

2 016 562 

2 016 582 

-0 

Current Portion of Long-term Liabilrties 

291 413 

291 413 

- 

Long-term Liabilities 

1 265 479 

1 266 479 

. 

Non-current Provisions 

4 460 969 

4 678 833 

•197 864 


233 575 360 

234 342 569 

■1 145 667 


Oetails: 

Receivabtes from Exchanae Transactions 

Creditors reised manuelly was duplicated 6 260 

VAT belances was previously netted off and disclosed either as a "Receiveble from Exchange Transactions’ or a 

Creditor if Ihe net result wes a credit. The Accounting Standards Board has dearad this issue during the lasl 12 

months and in future the VAT Raised on Debtors will form fert of Debtors, the credit leg (Outpul VAT) will be 

disclosed ander Creditors and the VAT Claim Submitted to SARS wlll be disclosad as WAT Receiveeble" es a 

seperete line item on the tace of the Statement of Financial Position. The previous years disdosures were adjusted 

accordingly forthe comperitive figures to be relevant. 

6 436 671 

Write VAT Debtors down with fhe impeirmenl calculated et 30 June 2011 639 235 

Creditor trsnsactions not pari of the final trial balartce on which the annual 

financial statements were done. .g 228 

7 076 859 


Receivables from Non-exchanae Transactions 

Rates reised on school properties previousty not on valuation rol for the 2010/1 1 financial year 
A credit emounf in dabtors was trensferred to creditors (Banking Suspence accounl vote 949 600640) 

VAT Receivable 

VA T belences wes previousty netted off and disclosed either as a "Receh/able from Exchange Trensaclions" or a 
Creditor 'tf the net result was a credit. The Accounting Standards Board has cleared Ihis issue during the lasl 12 
months endin future the VAT Raised on Debtors will torm fert of Debtors, the credit leg (Output VAT) wHlbe 
disdosed endar CredHors and the VAT Claim Submitted to SARS will be disdosed as "VAT Receiveable" es a 
seperate line item on the fece of the Statement of Finenciel Position. The previous years disclosures were adjusted 
Bccordingty Idr tha comparitive figures fo be relevant. 


The rental agreement with Primedia re advertising signs have not previously been treated as an 
Operating Lease. Hance no straight-iining of rental has been accounted for. 


914 252 
238 

914 469 


7 365 723 
7 365 723 


1S56S 
^^_15J65 
•231 384 
33 


ProDertv. Ptantand EQuioment 

Value of Landfill Sites based on rehabilitation recalculated per IGRAP 2 
Write back Accumulated depredation on portion of LandftU site written back 


-231 351 
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Pavabtes 

Cwditors reised manualty wes dupHcated -037 665 

Long Servtees Awerd disclosure was based on eslimatas and excludes the Actuarial Losses from 

the finel report. The short term portion in the final report were a/so less. ^3 120 


VAT belances was previousty netted off and discdosed either as a "Receivable hom Exchange 
Transactions" or a Creditor if the net resuH was a credif. The Accounting Standards Boerd has 
deared this issue during the lesi 12 months and in Mure the VA T Reised on Debtors will form fart 
of Debtors, the credit leg (Output VAT) will ba disdosed ander Creditors and the VAT Cleim 
SubmHted to SARS will ba disclosed as WAT Receiveable" as a seperete line item on tha face of 
the Statement of Financial Position. The ptevious years disdosures were adjusted accordingty for 
the comparitive figures to be relevBnt 


926 152 

Write VA T Debtors impeirment off against Output VA T Raised at 30 Juna 201 1 -639 235 





289 917 

CredHor trensactions not part of ihe hnel trial balance on which the annual financial statements 



were done. 



582 215 

A credit amount in debtors was trensferred to creditors (Banking Suspence account vote 949 



600640) 



236 




-6 636 

Non-currenl Provisions 




Provision forthe rehabilrtation of Landfill Sites recalculated per IGRAP 2 



175 862 

Asset value reduced 


-231 384 


Interest 2010/11 reversed 


-33 965 


Interest 2010/11 recatculated 


441 210 


Provision for Long Services Awards 



22 002 

/\ctuariel losses excluded 30 June 201 1 


-21 118 


Short term portion understated at 30 June 201 1 


43 120 





197 864 

34.8 Reclassrfication of Casft Flow Statement: 

I AFS 

RESTATED 

ADJUSTMENT 

CASH FLOWS FROM OPERATING ACTIVITIES 




Receipts 

0 

2 011 552 

(2 011 552) 

Property Rates 

0 

127 226 220 

(127 226 220) 

Grants 

0 

0 

0 

Pubiic Contributions and Donations 

0 

100 729 

(100 729) 

Service Charges 

0 

0 

0 

Dividends Received 

0 

0 

0 

Royaities Received 

0 

4 346 241 

(4 346 241) 

Interest Received 

0 

(13 142 161) 

13 142 161 

Other Receipts 

0 

120 542 561 

(120 542 561) 

Payments 

0 

(31 275 106) 

31 275 106 

Employee Related Costs 

0 

(11 389 093) 

1 1 369 093 

Remuneration of Councillors 

0 

(1 044 626) 

1 044 926 

interest Paid 

0 

(62 711 092) 

62 711 092 

Suppliers and other payments 

0 

(106 420 217) 

106 420 217 

NET CASH FLOWS FROM OPERATING ACTIVITIES 

0 

14 122 364 

(14 122 364) 

The Cash Flow Statement was restated from the indirect method to the direct method which excludes the above section. 

Cash receipts from Ratepayers. Government end Other (Note 1 below) 

117 993 829 

116196 340 

1 797 489 

Cash paid to Suppliers and Employees (Note 1 below) 

-107 626 768 

-105 375 290 

•2 251 477 

Interest recelved 

4 346 241 

4 346 241 

0 

Interest paid 

-634 246 

-1 044 926 

410 678 

Purchase of Property, Plant and Equipment 

-67 264 757 

-67 264 724 

-34 

Purchase of Intangible Assets 

-231 122 

•231 122 

0 

Proceeds on Disposal of Property, Plant and Equipment 

407 123 

407 123 

0 

Profrt on Sale of Land 

344 662 

344 862 

0 

Decrease / (loCTease) in Long-term Receivables 

1 43 345 

0 

43 345 

New Loans raised 

1 833 729 

1 833 729 

0 

Loans repaid 

-266 637 

-286 837 

0 

Cash and Cash Equivalents at the beginning of the year 

60 699 141 

60 699 141 

0 

Cash and Cash Equivaients at the end of the year 

29 624 537 

29 624 537 

0 
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NOTE : 1 

Oetermining the cesh receipts./ 
payments 

Revenue and expandrtuie from 
atatement of performance 

Correctjon of Errors 
Investmerrt income 

Gain on disposal of property, plant and 

equipment 

Loss on sale of PPE 

Oepreciation 

ContribLftion to provisions - non-current 

Operating Lease Kevenue StraightlineO 
Increase in statY leave 
Contribution to bad debt provision 
irrtereet paid 

0 

Decrease in inventories 
(increaseVdecrease in Exchange 
Transactioris 

(Increase)/decr8ase in Non-Exchange 
Transactions 

(Oecrease)/increase in conditional 
grants and receipts 
lncrease/(Oecreese} in Creditors 


AFS 1 


RESTATEO 

ADJUSTMENT 

Revenue ExpendituFe I 


Revenue Exoendrture 

RwJExp. 


154 081 972 

-4 346 241 

•139 824 447 

154 980 666 

-4 346 241 

•139 955 924 
-157 488 

-76 7 210 
157 48B 

38 439 

23 294 149 

266 459 

■344 123 

362 562 

23 294 149 

1 542 858 

382 562 
■382 562 
-0 

-1 256 399 

-139 760 

9 215 993 

634 248 

22 157 

351 476 

9 715 469 

1 044 926 

-22 157 
-351 476 
■639 235 
■410 678 

149 634411 

-106 393 599 

-15812 

150 312 452 

-103 781 972 

-15 812 

-3 269 666 

-0 

-6 739 189 

- 

-7 667 288 

• 

926 099 

-17 007 468 

- 

-16 554 898 

• 

1 54 7 430 

-7 893 925 

-1 217 357 

-7 893 925 

-1 577 471 

360 114 

117 993 S29 

-107 626 768 

116 196 341 

-105 375 255 

-454 025 


1 Revenue 

ExoendituFe 1 1 

Rev./Exp. I 

-896 686 

131 476 

-767 210 

2 635 935 

-2 522 746 

313 187 

1 937 249 

■2 391 272 

-454 023 


CorTection of Errors iro 2009/1 0 which affested the surplus for the vear 

Rates raised in repsect of 2009/10 

Recalculation of Landfill Srte Liability at 30 June 2010 

Acknowledgemeni of Primedie as an Operating Lease/Asset at 30 June 201 0 

See Notes 34.2 end 34.4 above. 


•632 943 
827 185 
-36 753 


167 488 


CQntribution to Drovisions - non-cmrent 
Calculation of Movement/Long Teim Liability 


Long Service 
Awards 

Landfill Sites 

Total 

446 882 

5 059 136 

5 506 018 

403 770 

3 559 390 

3 963 160 

1 43 112 

1 499 746 

1 542 658! 


Long Services Awards - Actuarial loss excluded from last year AFS 
Landfill site assets reOuoed due to revaluation 
Interest on Landfill sites last year reversed 


Loss on sale ofPPE 

The profrt on the land sales was set of against the losses on the sal of PPE last year which is now separated under 
Revenue and Expendrture causing the difference of R382 562 in both sections 


Ooerating Lease Revenue Straiahtlined 

The straightlining of revenue from Operating Leeses was previously excluded from Non-Cash Items 
Operating Lease Asset 30/06/201 0 

Operating Lease Asset 30/06/201 1 


Increese in statY leave was previousiy included under creditors and excluded from Non-Cash Items 


21 118 
231 384 
33 965 


•1 2S6 391 


362 562 
•382 562 


0 


258 660 
-236 703 


22 157 


-351 476 


CQntribution to bad debt DrQvision 

VAT Debtors Impaired. Not part of the Statement of Financial Perlormance figure previously disclosed -639 235 


Inlerest oaid 

Restated to the amount per the Statement of Financial Performance -410 676 


•929 152 


/InereaseVtiecreaae in Exchanae Transactions 
Output VAT transferred out to Creditors 
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flncrease)/decrease in Non-Exchanoe Transacbons 

Rates raised on schools previously exctuded from rateable valuation (2009/10) 


-632 943 

Rates raised on schools previously exduded from rateable valuation (2010/11) 


-914 252 

Amount with credrt balance transferred from Oebtors to Creditors 


-235 

Inr/«a!w/rn«crfwsft1 in nrediforR 

Increase in staff leave was previously included under creditors and excluded from Non-Cash Items 


-1 547 430 

-351 476 

CORE Note 34.7 - Payables 


-8 636 

CASH GENERATEO BY OPERATIONS 

Surplus for the Year 

(916 426) 

-360 112 

15 024 735 

Adjuatment for; 

Oepreciation and amortization 

29 160 616 

23 294 115 

Contribution to Provisions - Non-Current 

620 581 

1 542 858 

Increase in staff leave 

139 281 

351 476 

Impairment losses ■ Provision for doubtful debts (Trade receivables) 

8 108 347 

9 715 469 

Impairment losses * PPE 

94 976 


Operating lease income accrued due to straightlining 

153 093 

22 157 

Profit on sale of PPE 


(344 123) 

Loss on saie of PPE 


362 561 

Investment Income 

(2 555 786) 

(4 346 241) 

Interest Paid 

664 232 

1 044 926 

Correction oferrors 


(157 488) 

Operating surplus before working capital changes 

35 487 114 

46 530 445 

Increase in Inventory 

(96 739) 

(15 813) 

(lncrease}/Decrease in Trade receivables from exchange 

(1 789 657) 

(2 445 072) 

(lncrea$e)/Decrease in Trade receivabies from non exchange transactions 

9 876 627 

(16 554 898) 

(lncrease)/Decrease in VAT 

6 595 779 

(5 222 216) 

lncrease/(Oecrease) in Condrtional Grants and Receipts 

(279 147) 

(7 893 925) 

lncrease/(Decrea$e) in Creditors 

(3 107 102) 

(1 577 471) 

Cash generated by / (utilised in) operations 

46 686 875 

10 821 050 


See Note 34.8 under Correction of Errors for the restatement of the Cash Flow Statement from the Indirect to the Direct method. 

36 NON-CASH INVESTING ANO FINANCING TRANSACTIONS 

The municipality did not enter into any Non-cash Investing and Financing Transactions during the 
201 1/12 financial year. 

37 FINANCING FACILITIES 

The municipality did not have any Financing Facilities available at any time during the two 
financial years. 

38 UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION 

Long-term Liabilities (See Note 15) 

Used to finance Property, Plant and Equipment • at cost 

Caah Inveated for Repayment of Long-term Liabilitiee 


Long-term Liabilrties have been utilised in eccordance wrth the Municipal Finance Management 
Act. Sufficient cash is available to ensure that Long-term Liabilities cen be repaid on the 
scheduled redemption dates. 

39 UNAUTHORISED, IRREGULAR, FRUITLESS ANO WASTEFUL EXPENOITURE DiSALLOWEO 
39. f Unauthorise^ Expenditure 

To management's best of knowledge no Unauthorised Expenditure was incurred during the year 
under review. 

Reconciiiation of Unauthorised Expenditure: 

Opening balance 36 053 232 

Unauthorised Btpendrture current year 

Approved / wrrtten off by Council (36 053 232) 

Unauthorised Expenditure awaiting authorisation ^ 

39.2 Fruitless snd Wasteful Expenditure 

To management's best of knowtedge irstances of note indicating that Fruitiess and Wasteful 
Expenditure was incurred during the year under reviaw were not revealed. 


12 739 495 
36 053 232 
(12 739 495) 

36053 232 


1 255 479 1 646 892 

(1 255 479) (1 546 892) 
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Recondliation of Fruittess and Wasteful expenditure: 


Opening balance 

Fruitless and Wasteful Expenditure current year 
Approved / written oK by Council 


48 772 

13 645 
(48 772) 

48 772 

Fnjitless and Wasteful Expenditure awaiting condonemenl 

13 845 

48 772 





39.3 Imgutar ExpontSture 




To management's best of knoMedge instances of note indicating that Irregular Expenditure was 
incurred during the year under review were not revealed. 



Reconciliation of Irregular Expenditure: 

Opening balance 

Irregular Expendlture current year 

Condoned or written off by Council 


25 965 204 

341 057 
(25 965 204) 

1 600 000 

24 385 204 

Irregular Expenditure awaiting condonement 


341 057 

25 985 204 

10571 


40 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 



40. 1 Contributions fo organised local govemment - SALGA 

Opening Balance 

Council Subscriptions 

Amount Paid • cunent year 

Amount Paid • previous years 

302 046 

363 422 

(302 046) 

310 555 
(6 509) 

Balance Unpaid (included in Creditors) 


363 422 

302 046 

40.2 AuditFees 

Opening Batance 

Current year Audit Fee 

Amount Paid - current year 

Amount Paid • previous years 


139 545 

3 138 423 
(2 731 147) 

(263 865) 

0 

2 607 198 
(2 467 653) 

Balance Unpaid (included in Creditors) 


282 956 

139 545 

40.3 VAT 

The net of VAT input payables and VAT output receivables are shown in Note 6. Ail VAT returns 
have been submrtted by the due date throughout the year 



40.4 PAYE, Skills Development Levy and UIF 

Opening Balance 

Current year Payroll Deductions 

Amount Paid • current year 


(456 934) 

8 069 719 
(7 610 785) 

(0) 

6 530 069 
(6 989 003} 

Balance Unpaid (included in Creditore) 


(0) 

(458 934) 

40.5 Pension and Medical Aid Deductions 

Opening Balance 

Current year Payroll Deductions and Council Contributions 
Amount Paid - current year 

Amount Paid - previous years 


5 902 817 
(5 902 817) 

436 409 

5 861 919 
(5 861 919) 
(436 409) 

Balance Unpaid (included in Creditors) 


- 

• 


40.6 Councillor'a arroar Consumor Accounts 


The following Coundllors had arrear accounts outstanding for more than 90 days as at: 
30June2012 Total 

Mbele N 2 295 


OutBtanding 
upto 
90 daye 

273 


Outstanding 
mora than 
90 daye 
2 022 


Total Councilior Arrear Coneumer Accounts 

2 295 

273 

2 022 



Outstanding 

Outstandlng 

30 June 2011 

Total 

upto 

more than 



90 daye 

90 daya 

MbeleN 

4 059 

423 

3 636 

Total Councillor Arrear Conaumer Accounts 

4 059 

423 

3 636 


40.7 Non'Compliance with Chapter 11 of the Uunicipal Financa Managament Act 


No known matters existed at reporting date. 


62 
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40.8 Deviation from, and ratification of minor braachas of, tha Procurament Processes 

In terms of section 36(2} of the Municipal Supply Chain Management Regulations any deviation from the Supply Chain Management 
Policy needs to be approved / condoned by the Munlcipal Manager and noted by Council. 


The following deviations from the tender stipulatlons in terms of the municipality's Supply Chain Management Policy were ratified by the 
Municipal Manager and reported to Coundl: 


Departmertt 

Oate 

Succesafui Tenderer 

Reaaon 

Amount 

Community Sarvices (Wasta 

Managamant) 

Jan-12 

Transkai Yameha 

Slihl BrushCuttars 
where purchesad 
from Transkei 
Yamaha and 'm order 
for d)em not to loose 
warranties and 
guarantaas in case of 
damagas when being 
servicad, so tfKS is en 
sxcepdona/ csse 
where it is impracScal 
to foBow officu/ SCM 
processes. (ReMr to 
ULM SCM policy 36 
(V(v) 

48 479.45 

\PrBfartosarvicemachinaswitt)Bgants. \ 

Corporate Support Services 

Sep-11 

May-12 

Dimension Deta 

Margete Hotal 

Only senrice provkfar 
for data networs in the 
araa.AII quotations 
abova R2QO 000. 
Margate Hotel 

133 714 91 

259 175.00 

\2 Occasions Curing tha finandal year for raasons ofurgancy, sole suppHar and prefarred supplier amounting to R392889.91 \ 

Developmental Servicas(SPU) 

Jul-11 

1 

1 

Due to our threshold 
of requesl for cioutes 
(R10000-R30000) 

Rob Porkxk is ffts 
on/y professional 
servka providarthal 
is avaiabie in our 
databese (so this is 
an excepbonai case 
whera H is impractkel 
to follow offic/s/ SCM 
processes. (Refer to 
ULM SCM pokcy 36 

(m 

23176.66 

\Profassionel photographer on Suppiy Chain Managament databese. | 

Tachnical Sarvices 

Nov-11 

Barloworld Equipment 

Badowotld Equipment 
(S the singla provider 
of CetapHar 

Equipment (referto 
ULM SCMpollcy36 
IV(s)(ii)) 

■ 

\ Prefar to sarvice TLB with agants. | 

Traffic and Emergency Setvtces 

Jul-11 

Mar-12 

Mar-12 

May-12 

P3 Unifoms 

FG Uniforms 

Lexis Nexis 

EMCOM \Mreless (PTY) LTD 

Only suppliers for 

TrafBc OfHcers 
unifdrms and Irafffc 
books. EMCOM 
W1rB/ess/PrV9/.TD 
suppfred us vnth 
Sonnenchein 

SB6000/6 radio's for 
Treffic, sokthe oniy 
servicefaoviderthat 
suppiy wiff} can 
supply us with same 
bBttfies end that is 
avaiable /n our 
detebese (so this is 
an excepiione/ cese 
whera it is /mpracticef 
to fyHow offic/e/ SCM 
otocesses. (Referto 
ULMSCMpokcySe 

V(v) 

45 860.55 

30 866.92 

15 701.82 

21 349.92 

4 OccasionsduringlhefinancialyaaTlorreasonsofurgencv, sole supdisrand preferred suppliar amountingto R1137B1.21 | 
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41 COMMITMENTS FOR EXPENDITURE 
41.1 C»pital Commitments 
Commrtments in respect of Capital Expenditure: 


- Approved and Contracted for:> 

11 395 961 

39 232 021 

Infrastructure 

9 260 430 

39 232 021 1 

Community 

1 318 632 


BuHdings 

816 919 





Total Capital Commitments 

11 395 981 

39 232 021 

This expenditure will be financed from; 



Govemment Grants 

11 395 981 

39 232 021 


11 395 981 

39 232 021 

Commitments fbr the acquisilion of Property, Plant and Equipment 

11 395 981 

39 232 021 


41.2 Lease Commitments 

Finance Lease Liabilities and Non-cancellable Operating Lease Commitments are disclosed in Notes 14 and 15. 

41.3 Otfiar Co/nm/tman(5 

The munidpality has entered into a contract with Ducharme Consulting Services fbr the assistance of assit verification, compilation of the 
Assets Register, restructuring of Chart of Accounts and the compilation of Annual Finandal Statements for 6 months, which wlll give rise 
to a total charge of Ri 513 760.00 . 

The munidpality has entered into a contract with Gijima Mbasa JV Amazizi Amahle for Security Services. Mt Frere Offices for 2 years, 
which will give rise to a charge of R2 020 057.20 of actual project expenditure payable on a monthly basis. 

The municipality has entered into a contract with SLK Security and Cleaning Services for the provision of secuhty services for Mt Ayliff 
Offices for the nexl 2 years, which will give rise to an annual charge of R1 662 567.04 

The municipality has entered into a contract with Vodacom Pty Ltd for cellphones for both counddors and employees for two years. 


The munidpality has entered into a contract with REVCO for the management and collection of Municipal debts for Mt. Frere and Ml. 
Ayliff at 17.1% commission based on collection 

The municipality has entered into a contract with Fleet Africa for leasing of vehicle on FML agreement for 5 years reviewed after three 
yeers, which will give rise to a charge of approximately R6 067 005.50 


The munidpality has entered into a contract with Konica Minolta for leasing of printing and fax machines for 36 months reviewed, which 
will give rise to a charge of approximately R1 200 000-00 


UMZIMVUBU LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


2012 2 011 
R R 


42 FINANCIAL INSTRUMENTS 
42.1 CiassiflcMHon 
FINANCIAL ASSETS: 

In accordance with lAS 39.09 the Financial Assets of the municipality are claseified as follows (FVTPL = Fair Value through Profit or Loss): 


Financial Assets 


Receivables from exchange transactione 


Rcfuse 

Loaiid and receivabies 

8> 235 

162 447 

Other Debtors 

Loans and receivables 

489 

271 596 

VAT Debtors 

Loans and receivables 

23 244 

194 302 

Recelvables from non-exchange transactions 

Assessment Rates Debtors 

Loens and receivables 

496 321 

2 959 613 

Payments made in Advance 

Loens and receivables 

. 

47 636 

Govemment Subsidy Claims 

Loans and receivables 

- 

13 144 913 

Sundry Deposits 

Loans and receivables 

2 769 

- 

Sundry Debtors 

Loens and receivables 

. 

41 158 

Interest Charges 

Loens and receivables 

20 293 

- 

Banic,Cash snd Cash Equivalents 

Call Deposits 

Available for sale 

29 365 014 

26 356 205 

Bank Balances 

Available for sale 

5 193 644 

3 266 333 

Cash Floats and Advances 

Available for sale 

. 

. 

Other Cash Equivalents 

SUMMARY OF FINANCIAL ASSETS 

Available for sale 

877 

* 

Loans and Receivables 

Consumer Debtors 

Assessment Rates 

498 321 

2 959 613 

Consumer Debtors 

Refuse 

81 235 

162 447 

Consumer Debtors 

Other Debtors 

489 

271 596 

Consumer Debtors 

VAT Debtors 

23 244 

194 302 

Other Debtors 

Govemment Subsidy Claims 

. 

47 636 

Other Debtors 

Recoverable Works 

. 

13 144 913 

Other Debtors 

Sundry Deposits 

2 769 

- 

Other Debtors 

Sundry Debtors 

- 

41 158 

Other Debtors 

Interest Charges 

20 293 

. 




626 350 

16 821 667 

Avaitable for Sale: 

Bank Balances and Cash 

Bank Balances 

5 1 93 844 

3 268 333 

Bank ɓalances and Cash 

Other Cash Equivalents 

877 

. 

Benk Balances and Cash 

Call Deposits 

29 365 014 

26 356 205 



34 559 735 

^^«624537^ 

Total Finaneial Assets 


35186 085 

46 446 204 

FINANCIAL LIABILITIES: 




In accordance with lAS 39.09 the Financial Liabilities of the municipality are classified as follows 



Financiai Liabilities 

Claaaification 



Long-term Liabilitiea 

Financial Liabilities a - 



Finance Lease LJabilities 

Amortised Cost 

936 730 

1 255 479 

CredKore 

Trade Creditors 

Amortised Cost 

7 404 059 

11 043 426 

Payments received in Advance 

Fair value 

973 484 

481 526 

Retentions 

Amortised Cost 

348 968 

114 725 

Long Services Awards (Short term) 

Amortised Cost 

134 107 

110794 

Sundry Deposits 

Amortised Cost 

40 535 

34 087 

Rental Deposits 

Amortised Cost 

22 703 

22 703 

Other Creditors 

Amortised Cost 

10 966 

235 

Accrued leave 

Amortised Cost 

2 055 302 

1 916 021 

Value Added Tax (Output) 

Amortised Cost 

55 491 

289 917 

Current Portion of Long-term Liabilities 

Finance Lease Uabilities 

Amortised Cost 

318 749 

291 413 
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SUMMARY OF FINANCfAL LiABILITIES 


Flnancial Liabilities at Amortiaad Coat: 


Long-term Liabilities 

Finance Lease Liabilities 

936 730 

1 255 479 

Creditors 

Trade Creditors 

7 404 059 

1 1 043 426 

Creditors 

Retentions 

346 966 

114 725 

Credrtors 

Long Services Awards (Short term) 

134 107 

110 794 

Creditors 

Sundry Deposits 

40 535 

34 087 

Creditors 

Rental Oeposits 

22 703 

22 703 

Creditors 

Other Creditors 

10 966 

235 

Creditors 

Axrued leave 

2 055 302 

1 916 021 

Creditors 

Value Added Tax (Outpnt) 

55 491 

289 917 

Current Portion of Loiig-term Liabilities 

Finance Lease Liabilities 

318 749 

291 413 

Payments received in advance 

Payments received in advance 

973 464 

461 528 


Tolai Finaneial Liabllities 12 301 094 15 560 328 


4Z2 Fgir Vaiue 

The foilowing methods and assumptions were used to estimate the fair value of each dass of finandal instrument for which it is practtcal to 
estimate that value: 

Caah and short-term inveatments 

The carrying amount approximates fair value because of the short maturity of those instnjments. 

Loan receivables/payables 

Inierest-bearing borrowings and receivables are generally at interest rates in line with those currently available in the marlcet on a floating- 
rate basis, and, therefore, the fair value of these financial essets and liabilities closely approximates their carrying values. Fixed-interest- 
rate instruments are fair-valued based on the present value of future prindpal and interest cash fiows, discounted at the markel rate of 
interest at the reporting date. 

Trade and other receivablee/payablee 

The fair value of trade and other payebles is estimated at the present value of future cash flows. 

The management of the munidpality is of the opinion that the carrying value of T rade and other Receivables recorded at amortised cost in 
the Annual Finandal Statements approximate theirfair values The fair value of Trade Receivabless were determined efter considering the 
standard terms and conditions of agreements entered into between the munidpality and other parties as well as the the current payment 
ratio's of the municipality's debtors. 

Other Flnanciai /Vasets and Liabilitiee 

The Fair ‘Vaiue of Other Finandal Assets and Finandal Liabilities (exduding Oerivstive Instruments) i$ determtned in accordar>ce with 
generally accepted pridng modeis based on discounted cash flow analysis using prices from observable current market transactions and 
dealer quotes for similar instruments; 

Long-term Liabititiee 

The fair value of Long-term Liabilities was determined after considering the standard terms and conditions of agreements entered into 
between the munidpality and the reievant financing institutions. 

In accordance with lAS 39.09 the Fair Values of Financial Assets and Finandal Liabilities, together with the carrying amounts shown in the 
Statement of Finandal Position, are as follows: 

Management considers the cerrying amounts of finartdal assets and finandal liabilities recorded at amortised cost in the financial 
statements to approximate their fair values on 30 June 1012, as a result of the short-term maturity ofthese assets and liabilities. 
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FINANCiAL ASSETS 

Loant and Receivables 

Consumer Oebtors 
Other Debtors 

Avatlable for Sale 
Ssnk Balances and Cash 

Total Financiai Aaaets 


FINANCIAL LIABILITIES 

Oesionated as FVTPL: 

Amortiaed Coat 
Unsecured Bank Faciiilies: 

• Finance Lease Liabillties 

Trade and Other Payables: 

- Creditors 

- Payments received in advance 

• Current Portion of Long-term Liabilities 

Totai Flnanclai Liabilittes 
Total Financial Instruments 
Unrecognised Gsin / (Loss) 


30 June 2012 


Canying 

Amount 

R 

Fair 

Value 

R 

626 350 

626 350 

104 968 
521 382 


104 968 
52 1 382 I 



2012 

2011 

R 

R 

30 June 2011 

Carrying 

Fair 

Amount 

Value 

R 

R 

16 821 667 

16 821 667 

626 346 

626 346 

16 193 321 

16 193 321 


34 559 735 34 559 735 

34 559 735 | | 34 559 7351 


29 624 53 7 29 6 2 4 537 

29 624 5371 ['" 29 62413^1 


35 166 065 


35 166 065 


46 446 204 46 446 204 


30 June 2012 
Cartying Fair 

Amount Value 


R R 


30 June 2011 
Carrying Fair 

Amount Value 

R R 


12 301 094 

936 730 
936 730 

11 364 364 


10 072 131 
973 484 
318 749 


12 301 094 


22 664 991 


12 301 094 

936 730 
936 730 

11 364 364 


10072 131 
973 484 
318 749 


12 301 094 


22 884 991 


15 560 326 
1 255 479 


1 255 479 


14 304 849 


15 560 328 


30 685 876 


15 560 328 
1 255 479 


1 255 479 


14 304 849 


13 531 906 

13 531 908 

461 526 

461 528 

291 413 

291 413 


15 560 328 


30 685 678 


At the reporling date there are no significant concentrations of credit risk for Loans and Receivables at Fair Value The carTying amount 
reflected above represents the municipality’s maximum exposure to credit risk for such loans and recetvables. 

There were no reclassifications of financial assets during the financial penod. 


42.3 Capital Risk Management 

The municipalrty manages its capital to ensure that the municipality will be able to continue as a going concernwhile delivering sustainable 
services to consumers through the optimisation of the debt and equity balance. The municipality's overall strategy remams urKhenged from 
2012 . 


The capltal structure of the municipality consists of debt, which includes the Long-term Liebilities disclosed in Note 15, Bank, Cash and 
Cash Equivalents and Equity, comphsing Funds. Reserves and Accumulated Surplus as disclosed in Note 17 and the Statement of 
Changes in Net Assets. 

Gearina Ratio 

2012 2011 

R R 

The geahng ratio at the year-end was as follows: 


Debt 

1 255 479 

1 546 892 

Bank, Cash and Cash Equivalents 

34 559 735 

29 624 537 

Nel Debt 

35 815 214 

31 171 429 

Equity 

245 436 419 

246 356 644 

Net debt to equity ratio 

14.59% 

12.65% 


Debt is defined as Long- and Short-term Liabilities. 


Equity indudes alt Funds and Reserves of the municipality, disclosed as Net Assets in the Statement of Financial Performance. 

The geanng retio fbr 2010/1 1 was restated as the previous calculation did not include the finance lease taken up by the municipality duhng 
the 2010/1 1 finandal yeer. 


